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HIGHLIGHTS 


This  study  covered  the  credit  pol- 
icies and  practices  of  37  co- 
operatives that  handled  large  vol- 
umes of  feed.  They  were  located 
throughout  the  United  States  and 
consisted  of  10  wholesale  associa- 
tions with  a  combined  production 
supply  volume  of  $273  million  in 
1955  and  27  retail  associations 
with  a  total  supply  volume  of  $397 
million  that  year.  Eighteen  of  the 
latter  were  regional  and  nine  local 
in  scope.  Data  were  obtained  for 
business  years  from  1951-55.  The 
principal  findings  of  the  study 
follow : 

•  •  Credit  policies  varied  greatly 

among  the  cooperatives  in- 
cluded in  this  study. 

•  •  Credit  practices  often  devi- 

ated from  stated  policies. 

•  •  Credit  problems  increased 

among  the  cooperatives  dur- 
ing the  5-year  period,  1951- 
55,  covered  in  the  study. 

•  •  Of  the  10  wholesale  coopera- 

tives included  in  the  study, 
three  gave  discounts  for  cash 
payment  on  feed  and  other 
supplies.  Rates  were  usually 
1  or  2  percent,  or  $1  or  $2 


a  ton,  on  feed.  Nine  of  the 
27  retail  associations  gave 
similar  discounts. 

•  •  Two  wholesale  and  nine  re- 

tail cooperatives  charged  in- 
terest on  past  due  accounts, 
the  usual  rate  being  6  per- 
cent. 

•  •  Information  from  a  few  large 

retail  regionals  indicated  most 
of  them  charged  from  50  to 
75  percent  of  their  supply 
sales.  Similar  records  were 
not  readily  available  on  an 
annual  basis  in  many  retail 
associations. 

•  •  The  number  of  days  of  total 

supply  sales  in  accounts  re- 
ceivable increased  during  the 
5-year  period  in  40  percent 
of  the  wholesale  and  50  per- 
cent of  the  retail  associations. 
The  median  days'  sales  for 
the  wholesale  group  in  1955 
was  13  with  the  range  from 
3  to  45  days.  Median  for 
the  retail  group  was  18  with 
the  range  from  0  to  77  days. 

•  •  The  age  of  accounts  receiv- 

able increased  in  five  whole- 
sale cooperatives  and  decreas- 


ed  in  two  during  the  5-year 
period.  Of  the  17  retail  asso- 
ciations, 10  had  more  ac- 
counts over  30  days  old  in 
1955  than  in  1951,  and  seven 
showed  a  decline  in  the  age 
of  their  accounts.  Only  about 
60  percent  of  the  accounts  of 
this  group  were  less  than  30 
days  old  in  1955,  with  the 
range  from  22  to  99  percent. 

•  e  Information  was  not  avail- 

able on  the  various  costs  of 
extending  credit,  but  losses 
from  bad  debts  were  small 
during  the  5  years. 

•  •  The  study  emphasized  these 

points : 

I.   Credit  control  depends  heavily 
on  personnel  as  well  as  policy. 


2.  Managers  need  to  be  more 
aggressive  and  firm  in  collect- 
ing accounts. 

3.  An  understanding  of  credit 
terms  when  credit  is  granted 
is  vital.  Patrons  must  under- 
stand what  is  expected  of  them. 

4.  Credit  policies  must  be  en- 
forced. 

5.  Credit  should  improve  opera- 
ting efficiency  as  well  as  ser- 
vice. Some  cooperatives  with 
good  credit  control  experience 
might  examine  whether  they 
are  restricting  credit  at  the 
expense  of  volume  and  sav- 
ings for  all  their  patrons. 

6.  Patrons  should  be  encouraged 
to  use  reputable  credit  agen- 
cies. 
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Controlling  Open  Account  Credit 
in  Feed  Cooperatives 


By 

Charlie  B.  Robbins  and  Lacey  F.  Rickey1 
Farm  Supplies  Branch 
Purchasing  Division 


ONE  of  the  "principles"  (oper- 
ating practices)  of  the  Roch- 
dale weavers  when  they  set 
up  the  first  business  cooperative 
was  that  all  transactions  were  to 
be  for  cash.  Adhering  strictly  or 
closely  to  this  practice  has  kept 
many  farmer  cooperatives  out  of 
financial  difficulties.  Ignoring  it  has 
restricted  the  opportunities  of  ser- 
vice for  some  associations  and 
caused  the  failure  of  others. 

But  changes  in  agricultural  and 
business  conditions  gradually  in- 
creased the  farmer's  use  of  credit 
and  he  often  brought  pressure  on 
his  cooperative  to  provide  credit 
on  supplies  he  obtained  through  it. 
For  example,  when  horses  or 


mules  furnished  the  power  for 
farming  and  their  feed  was  pro- 
duced on  the  farm,  and  when  fer- 
tilizer, insecticides,  and  many 
other  farm  supplies  were  not  used 
extensively,  cash  outlay  by  farmers 
was  small  and  credit  was  not  im- 
portant. As  farming  became  com- 
mercialized and  mechanized,  how- 
ever, purchases  of  farm  supplies 
became  more  important.  Along 
with  mechanization  the  size  of 
farms  increased.  Larger  farms 
meant  the  purchase  of  more  farm 
supplies  and  the  increasing  impor- 
tance of  credit  to  farmers. 

Credit  also  became  a  matter  of 
convenience.  When  the  farmer 
purchased   only   a   few  supplies 


1  Mr.  Rickey  retired  on  April  30,  1957. 

Note.  —  The  authors  and  Farmers  Cooperative  Service  wish  to  thank  all  co- 
operatives included  in  this  study  for  their  cooperation  in  supplying  information 
on  their  credit  policies  and  practices. 
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occasionally,  he  picked  them  up 
when  he  went  to  town  for  grocer- 
ies and  paid  cash  for  them.  With 
larger  purchases,  usually  delivered 
to  the  farm,  it  was  often  inconven- 
ient to  pay  cash.  When  the  goods 
were  delivered,  the  farmer  might 
be  away  from  home  or  he  might 
be  in  the  field.  If  merchandise 
could  be  left,  this  saved  consider- 
able time  for  the  deliverymen,  and 
mailing  a  check  became  much  more 
convenient  for  the  farmer.  As  in- 
come taxes  became  more  of  a  fac- 
tor to  the  farmer,  building  up  the 
necessary  records  to  make  and  sup- 
port his  tax  returns  was  facilitated 
if  accounts  were  run  and  paid  at 
regular  intervals  by  check. 

Merchants  generally  adjusted 
their  operations  to  meet  the  grow- 
ing demand  for  credit.  Coopera- 
tives usually  followed  the  same 
pattern  rather  than  attempting  to 
educate  farmers  on  the  advantages 
of  using  established  credit  sources 
and  paying  cash  for  needed  sup- 
plies and  equipment. 

With  the  impact  of  the  grow- 
ing need  for  and  availability  of 
credit,  many  managers  and  direc- 
tors believed  that  their  supply  co- 
operatives would  lose  much  volume 
if  they  did  not  grant  open  account 
credit.  As  it  became  evident  that 
this  was  a  service  farmer  mem- 
bers wanted,  most  cooperatives 
gradually  adapted  their  operations 


to  it.  The  question  generally 
changed  from  whether  or  not  to 
extend  credit  to  how  much  credit 
should  be  given,  how  credit  sales 
could  be  minimized,  and  how  credit 
should  be  controlled. 

A  farmer  cooperative  is  simply 
a  business  organized  by  members 
to  provide  them  with  goods  and 
services  more  advantageously  than 
they  could  individually  obtain  them. 
If  members  desire  credit  in  pur- 
chasing supplies,  the  board  of  di- 
rectors must  balance  the  value  of 
this  service  to  members  as  indi- 
viduals against  the  costs  to  the 
cooperative  as  an  association  of 
these  individuals. 

In  considering  costs,  the  first 
one  mentioned  often  will  be  losses 
from  bad  debts.  Usually,  however, 
greater  costs  will  be  bookkeeping, 
collecting,  and  interest  on  the  cap- 
ital tied  up  in  accounts  receivable. 
Furthermore,  shortage  of  capital 
may  prevent  the  association  from 
expanding  useful  services  and  from 
taking  advantage  of  discounts  on 
its  purchases — an  expensive  way 
of  augmenting  deficient  capital. 

Representatives  of  cooperatives 
and  other  feed  businesses,  there- 
fore, need  facts  based  on  research 
to  aid  them  in  developing  credit 
policies  and  in  handling  open  ac- 
count credit  in  a  sound  and  effi- 
cient manner  once  such  policies 
have  been  established. 


Scope  and  Purpose  of  This  Study 


This  circular  provides  informa- 
tion that  should  be  helpful  to 
feed  cooperatives  and  other  feed 
handling  concerns  in  considering 
their  credit  problems,  and  it  an- 
swers many  requests  for  such  in- 
formation. It  is  based  on  a  study 


of  credit  policies,  practices,  and 
experience  of  37  cooperatives  lo- 
cated throughout  the  United  States 
and  with  substantial  feed  business 
at  wholesale  and  retail  levels.  It 
covers  a  recent  5-year  period,  usu- 
ally 1951-55,  for  each  association. 


As  farmers'  needs  for  feed  increase,  their  cooperatives  have  to  adapt  their  operations  and  credit 

policies  to  meet  those  needs. 


The  study  covered  substanti- 
ally all  the  regional  cooperatives 
with  large  feed  businesses.  Most 
operated  one  or  more  mills.  It  also 
included  several  representative  lo- 
cal feed-handling  associations  affi- 
liated with  regionals  and  one  local 
independent  or  unaffiliated  feed 
cooperative. 

This  circular  largely  reports  on 
ordinary  open  account  credit  and 
touches  only  incidentally  on  condi- 
tional sales  contracts,  broiler  fi- 
nancing, and  similar  kinds  of  ex- 
tended credit.  Financing  feed  for 
broiler,  turkey,  commercial  egg 
and  livestock  programs  will  be  cov- 
ered in  a  future  study. 

It  was  expected  that  the  study 
might  determine  the  actual  costs 
of  extending  credit.  Few  of  the 
associations,  however,  had  records 
from  which  total  credit  costs  could 
be  determined.  Another  separate 
future  study  of  that  phase  of  credit 
problems  in  a  few  selected  associ- 
ations  appeared   a   more  satis- 

428547°— 57—  2 


factory  way  of  obtaining  such 
information. 

One  of  the  problems  was  sep- 
arating the  costs  of  credit  busi- 
ness from  those  of  cash  trans- 
actions. Cash  means  various  things 
at  different  places  but  it  seldom 
means  cash  ' 'on  the  barrel  head." 
It  may  mean  cash  before  another 
delivery  will  be  made ;  it  may  mean 
cash  within  an  accommodation 
period  of  7  or  10  days,  or  even  30 
days.  Any  of  these  cases  involves 
many  of  the  costs  of  an  admitted 
credit  program.  Accounts  must  be 
set  up  and  collections  made.  Collec- 
tion efforts  should  be  less,  however, 
and  funds  would  be  tied  up  for  a 
shorter  time.  But  determining  the 
difference  in  cost  of  doing  business 
on  a  cash  basis  or  a  credit  basis  is 
far  from  a  simple  procedure. 

The  cooperatives  included  in 
this  study  were  divided  into  the 
following  four  groups  having  es- 
sential differences  in  their  scope 
and  type  of  operation: 


A — Wholesale  regionals. 

B — Large  retail  regionals. 

C — Small  retail  regionals. 

D — Retail  locals  affiliated 
with  regionals. 
Part  I  includes  a  summary  and 
tables  listing  essential  facts  that 
could  be  tabulated  readily  for  each 
group.  It  also  includes  a  general 
summary  of  the  various  practices 
and  credit  operating  data. 

Although  the  associations  are 
grouped  into  four  general  types 
with  a  summary  and  a  table  in- 
cluded for  each  group,  there  is  no 
attempt  at  statistical  analysis.  In- 
stead there  is  a  general  discussion 
of  how  these  associations  handled 
credit,  results  of  their  credit  poli- 
cies, and  the  significance  of  these 


policies  to  similar  associations. 

Part  II  gives  a  more  detailed 
description  of  the  business  and 
credit  experience  of  most  of  the 
associations  studied.  Some  were 
omitted  in  this  discussion  because 
they  added  nothing  to  the  reports 
on  other  associations. 

The  case  study  method  of  pre- 
sentation will  enable  cooperatives 
or  other  managements  to  compare 
their  own  operations  with  those  of 
similar  associations  for  which  they 
have  a  general  picture  of  opera- 
ting conditions.  It  also  reflects  the 
wide  variations  that  exist  in 
practices. 

The  appendix  gives  examples  of 
credit  application  forms  and  notices 
of  past  due  accounts. 


Part  I.  Credit  Operations 

rPHis  part  of  the  circular  contains 
brief  discussions  of  each  of  the 
four  groups  of  cooperatives  studied. 
These  are  followed  by  a  section 
which  summarizes  and  comments 
on  the  various  credit  policies,  prac- 
tices, and  operating  data  of  the 
entire  group.  Wholesale  and  retail 
cooperatives  are  covered  separate- 
ly when  appropriate. 

The  tables  in  Part  I  include 
approximate  annual  dollar  volume 
of  farm  production  supply  busi- 
ness at  the  end  of  each  of  the  5 
years  covered  by  the  study.  This 
is  significant  in  showing  the  trend 
of  accounts  receivable  in  compari- 
son with  total  supply  sales  and 
credit  sales.  Most  associations,  of 
course,  make  a  special  attempt  to 
reduce  accounts  receivable  at  the 
end  of  the  fiscal  year.  While  this 
may  tend  to  show  a  condition  some- 
what better  than  the  average  dur- 
ing the  year,  it  appears  satisfactory 


by  Types  of  Cooperatives 

for  comparative  purposes  from 
year  to  year  and  also  between 
associations. 

Trend  in  the  age  of  accounts 
receivable  from  year  to  year  is 
difficult  to  show  in  tabular  form. 
In  the  table  on  each  group  included 
in  this  section,  this  trend  has  been 
indicated  by  one  minus  sign  if 
conditions  showed  a  moderate  im- 
provement— that  is,  if  the  percent- 
age of  accounts  in  the  older  brack- 
ets had  decreased.  In  the  case  of 
marked  improvement,  two  minus 
signs  are  used.  Conversely,  if  the 
percentage  of  accounts  in  the  old- 
er brackets  had  tended  to  increase, 
1  or  2  plus  signs  are  used.  The 
word  "none"  indicates  there  was 
no  significant  change  in  age  of  the 
accounts  over  the  5-year  period 
or  that  accounts  were  not  aged. 

The  table  also  gives  regular 
credit  terms  including  days  in 
which  accounts  were  due,  cash  dis- 
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counts  allowed,  if  any,  and  rate 
of  interest  or  "service  charge' '  on 
delinquent  accounts.  Net  loss  on 
accounts  receivable  for  this  period 
is  stated  as  a  percentage  of  total 
supply  sales. 

This  tabular  material  gives  a 
quick,  comparative  view  of  the 
credit  policies  of  the  different  asso- 
ciations and  some  idea  as  to  the 
effectiveness  of  their  collection 
procedures. 

Group  A  —  Wholesale  Regionals 

Of  the  10  regional  wholesale 
cooperatives  in  this  group,  three 
own  and  operate  their  own  feed 
mills.  Four  own  mills  jointly  with 
other  associations,  and  the  other 
three  operate  as  member-patrons 
of  a  regional  milling  cooperative. 
Nearly  all  the  business  of  some  of 
these  associations  is  in  feed.  In 
others,  the  feed  business  runs  as 
low  as  8  percent  of  their  total  pro- 
duction supply  business. 

Regular  credit  terms  ran  from 
7  to  30  days.  The  time  actually 
allowed  varied,  however,  depending 
upon  the  number  of  days  after 
date  of  statement  when  payment 
was  due.  Two  regionals  gave  from 
1  to  7  days,  two  gave  5  to  12,  two 
gave  14  to  15,  and  two  gave  30 
days.  Three  of  this  group  secured 
accounts  by  deposits  from  locals. 

Two  of  the  cooperatives  allowed 
a  1  percent  discount  for  cash  and 
one  gave  1  percent  for  cash  in  10 
days.  Only  two  cooperatives  char- 
ged interest  on  past  due  accounts. 

From  1950-51  through  1954-55, 
one  association  showed  a  marked 
increase  in  the  number  of  days' 
total  supply  sales  in  accounts  re- 
ceivable at  the  year's  end  (table  1) . 
Three  showed  more  moderate  in- 
creases and  six  showed  no  notice- 
able trend  in  this  respect.  Four 


associations  had  from  3  to  10  days' 
sales  in  accounts  at  the  end  of 
1955,  four  had  from  11  to  20 
days,  and  two  had  from  21  to  45 
days'  sales  in  accounts. 

Five  associations  showed  length- 
ening in  the  age  of  accounts  on  the 
books  at  the  year's  end;  in  one 
this  was  substantial.  One  showed 
moderate  improvement,  and  in  one 
other  the  improvement  was  sub- 
stantial. 

One  of  the  three  regionals  that 
required  deposits  from  locals  paid 
interest  on  any  balance  in  these 
deposits.  In  several  regionals,  ac- 
counts were  well  secured  by  equi- 
ties locals  held  in  the  regional. 

Only  two  associations  had  losses 
on  their  open  accounts  receivable. 

Details  on  individual  coopera- 
tives in  this  group  are  in  Part  II, 
beginning  on  page  27. 

Group  B  —  Large  Retail  Regionals 

This  group  of  14  cooperatives 
distributed  feed  and  other  supplies 
direct  to  farmers  through  from  5 
to  95  branches  and  50  to  240  ser- 
vice stores  or  associations.  Two 
operated  retail  subsidiary  service 
stores,  and  two  others  financed  and 
managed  local  supply  cooperatives. 

These  four  also  distributed  at 
wholesale  some  commodities,  prin- 
cipally feed,  through  from  1  to  150 
private  dealer  agents  and  a  number 
of  farmer  representatives.  In  many 
cases,  these  dealer  agents  were 
farmers  who  could  use  a  large  part 
of  a  carload  of  feed  and  regularly 
supplied  a  few  other  farmers  in 
their  neighborhood.  These  four  re- 
gionals also  supplied  a  number  of 
independent  local  supply  coopera- 
tives. For  the  purpose  of  this  study, 
however,  the  retail  operations  of 
these  four  were  included  with  those 
owning  branch  warehouses. 
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Sales  of  production  supplies 
among  members  of  this  group 
ranged  from  $4  million  to  $120 
million.  Feed  was  the  major  item, 
making  up  from  50  to  75  percent 
of  the  total  in  most  associations. 
Several  also  marketed  large  vol- 
umes of  farm  products  for  mem- 
bers. 

Of  the  14  regionals,  13  owned 
one  or  more  feed  mills  and  4  each 
owned  mills  jointly  with  other  co- 
operatives. Several  regionals  deliv- 
ered much  of  their  feed  direct 
from  mill  to  farm.  One  association 
had  feed  manufactured  for  it  by 
another  cooperative;  but  at  the 
time  of  this  study,  it  was  investi- 
gating the  advisability  of  building 
a  mill  of  its  own  because  of  un- 
favorable transportaton  conditions. 

Growth  in  the  use  of  bulk  feed 
has  meant  more  deliveries  direct 
to  farms.  One  association  operated 
34  bulk  feed  trucks  and  delivered 
over  70  percent  of  its  total  feed 
volume  in  bulk  at  the  time  it  was 
interviewed. 

For  details  on  the  credit  situa- 
tion for  associations  in  this  group, 
see  table  2. 

Regular  credit  terms  were  stated 
as  30  days  in  13  associations.  One 
of  these  limited  credit  to  2  weeks' 
supply  of  feed  for  each  patron.  One 
large  association  stated  its  policy 
was  cash,  but  gave  7  days  of  ac- 
commodation credit  to  approved 
patrons.  While  annual  data  were 
not  available  on  these  credit  sales, 
the  association  estimated  that  not 
over  15  percent  of  the  volume  of 
the  service  stores  was  handled  on 
this  basis  in  1956. 

The  time  actually  allowed  by 
these  associations,  however,  varied 
considerably  depending  upon  the 
number  of  days  after  date  of  pur- 
chase or  date  of  statement  when 


payment  was  due.  Five  gave  30 
days,  three  gave  10  to  40,  three 
gave  15  to  45,  one  gave  20  to  50, 
and  one  gave  30  to  60  days. 

Two  associations  granted  a  2 
percent  discount  for  cash  in  7  days, 
one  gave  a  cash  discount  of  $2  a 
ton,  one  allowed  $1  a  ton  if  paid 
within  2  weeks,  and  the  service 
stores  of  one  regional  followed  va- 
rious practices.  Some  gave  2  per- 
cent for  cash  at  time  of  sales,  some 
gave  2  percent  for  cash  within  7 
days,  and  others  gave  no  cash 
discount. 

Those  associations  which  had 
data  on  their  credit  sales  showed 
that  40  to  75  percent  of  total  pro- 
duction supplies  were  charged  in 
their  1956  fiscal  year. 

Six  regionals  showed  a  substan- 
tial increase  in  the  number  of  clays 
of  total  supply  sales  in  accounts  re- 
ceivable from  the  fiscal  year  end- 
ing in  1951  to  that  ending  in  1955. 
Only  one  experienced  a  definite  im- 
provement. At  the  close  of  1955, 
six  associations  had  from  eight- 
tenths  of  1  day  to  15  days  of  sup- 
ply sales  in  accounts  receivable; 
five  had  from  16  to  30  days'  sales 
in  accounts;  and  the  remaining 
four  had  from  31  to  60  days'  sales 
in  accounts. 

As  to  the  age  of  outstanding  ac- 
counts, 1  association  showed  mod- 
erate improvement  and  2  showed 
substantial  improvement  over  the 
5-year  period  included  in  the  study. 

Four  regionals,  however,  showed 
a  moderate  increase  in  the  age  of 
their  accounts,  while  two  had  sub- 
stantially older  accounts  at  the  end 
of  1955.  Since  1955,  one  of  these 
made  a  change  in  management  and 
adopted  more  vigorous  collection 
procedures. 

Seven  cooperatives  added  inter- 
est on  delinquent  accounts.  Rates 
varied  from  6  percent  a  year  to  2 
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percent  a  month.  Such  interest 
charges  began  on  various  dates. 
In  one  case,  they  began  7  days 
after  purchase,  but  usually  inter- 
est began  from  the  mailing  of 
statements  on  the  20th  of  the 
month  following  purchase  to  60 
days  after  the  due  date. 

Three  organizations  had  experi- 
enced practically  no  losses  on  feed 
accounts.  Losses  by  most  of  the 
others  were  quite  low.  The  range 
was  from  a  few  one-thousandths 
of  1  percent  to  two-tenths  of  1  per- 
cent of  total  supply  sales. 

Details  on  individual  coopera- 
tives in  this  group  are  in  part  2, 
beginning  on  page  40. 

Group  C  —  Small  Retail  Regionals 

Group  C  contains  5  cooperatives 
that  might  be  classed  as  small  re- 
tail regionals  in  that  most  operate 
3  or  4  branches.  One  located  in  a 
town  of  about  150,000  population, 
said  that  because  of  traffic  con- 
gestion it  expected  to  establish 
branches  in  more  easily  accessible 
places  out  over  the  State.  All  ex- 
cept one  operated  their  own  feed 
mills.  That  one  was  building  a  mill. 

Two  of  these  associations  have 
decreased  the  number  of  days' 
sales  in  accounts  receivable  and 
also  decreased  the  average  age  of 
accounts  outstanding  (table  3).  At 
two  others  the  trend  was  just  the 
opposite.  At  the  end  of  1955,  one 
association  had  12  days  of  total 
supply  sales  in  accounts,  two  each 
had  approximately  20  days,  and 
one  had  77  days'  sales  still  in 
accounts. 

Credit  terms  at  three  of  the  as- 
sociations were  30  days,  but  time 
actually  allowed  varied  from  10  to 
60  days  depending  on  date  of  pur- 
chase or  statement.  One  sold  only 
for  cash  or  on  accounts  guaranteed 
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by  cotton  gins  or  dairies.  Specific 
terms  were  not  obtained  for  the 
fifth  association. 

One  association  loosened  its  credit 
practices  in  an  attempt  to  increase 
volume.  Accounts  receivable  mount- 
ed rapidly  to  unmanageable  pro- 
portions and  led  to  decreased  sales, 
just  the  opposite  of  what  was  ex- 
pected. Recently  this  association 
completely  revamped  its  practices 
and  appears  on  the  way  to  acquir- 
ing a  better  position. 

One  regional  gave  a  discount  of 
10  cents  per  100  pounds  of  feed  if 
paid  in  10  days,  and  one  other  gave 
1  percent  for  payment  in  10  days. 
Three  charged  interest  on  past  due 
accounts. 

Losses  ran  from  6  one-thousand- 
ths of  1  percent  to  27  one-hundred- 
ths  of  1  percent.  If  doubtful  ac- 
counts at  the  latter  association  had 
been  charged  off  realistically,  the 
loss  would  have  been  much  higher. 

Details  on  individual  coopera- 
tives in  this  group  are  in  Part  II, 
beginning  on  page  63. 

Group  D  —  Retail  Locals 
Affiliated  with  Regionals 

This  group  consists  of  eight  local 
associations  that  are  members  of 
statewide  wholesale  cooperatives. 
They  are  locally  owned  but  receive 
management  counsel  or  assistance 
in  varying  degrees  from  the  over- 
head organization.  In  some  cases 
partial  supervisory  service  is  pro- 
vided the  locals  under  a  contract, 
while  in  others  any  assistance  is 
purely  voluntary  on  the  part  of 
both.  Some  confine  their  merchan- 
dising to  lines  handled  by  the  State 
cooperative  wholesale  while  others 
sell  competing  lines.  Total  volume 
of  farm  supply  sales  per  associa- 
tion ranges  from  $200,000  to  $1.3 
million  annually. 
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Two  of  the  locals  each  operate 
four  branches.  These  are  located 
in  the  same  county  as  the  coopera- 
tive's main  office.  To  a  large  ex- 
tent these  branches  were  estab- 
lished to  facilitate  bulk  delivery  of 
petroleum  products  to  the  farmers. 

One  association  operated  on  a 
strictly  cash  basis  except  for  some 
sales  to  public  institutions.  The 
usual  terms  of  the  others  were  30 
days  with  accounts  due  at  varying 
dates  during  the  month  following 
purchase.  Two  gave  from  1  to  30 
days,  two  gave  15  to  45,  one  gave 
10  to  40,  one  gave  30  to  60,  and 
one  left  terms  up  to  the  manager. 

Four  associations  showed  a  mate- 
rial and  consistent  increase  for  the 
5-year  period  1951-55,  in  the  num- 
ber of  days'  sales  in  accounts  re- 
ceivable at  the  year  end  (table  4). 
Likewise,  four  of  them  showed  a 
marked  increase  in  the  average  age 
of  accounts  receivable.  Only  one 
showed  a  substantial  improvement 
in  this  respect.  At  the  end  of  1955, 
one  association  had  no  sales  tied 
up  in  accounts  and  two  others  had 
15  days  or  less  of  sales  in  accounts, 
one  had  from  16  to  30  days'  sales 
in  accounts,  and  three  had  from  36 
to  53  days'  sales  in  accounts. 

One  regional  gave  a  discount  of 
5  percent  for  payment  within  30 
days,  and  one  other  gave  a  1  per- 
cent discount  for  cash.  None  made 
a  practice  of  charging  interest  on 
past  due  accounts.  Losses  had  gen- 
erally been  small,  but  at  one  asso- 
ciation they  had  been  four-tenths 
cf  1  percent  over  the  5-year  period. 

Several  cooperatives  indicated 
they  would  like  to  keep  the  busi- 
ness on  a  strictly  cash  basis  but 
were  forced  into  granting  credit 
by  competitive  conditions  in  their 
area. 

Some  followed  the  policy  of  hold- 
ing the  salespersons  responsible 


for  collecting  any  accounts  on 
which  they  had  given  unauthorized 
credit. 

Details  on  individual  coopera- 
tives in  this  group  are  in  Part  II, 
beginning  on  page  68. 

Policies  and  Practices 

The  wealth  of  material  assembled 
from  the  cooperatives  studied  gave 
an  insight  into  the  policies,  meth- 
ods and  problems  associated  with 
credit.  Discussion  of  these  follows 
as  applied  to  the  wholesale  opera- 
tions of  10  cooperatives,  which  sold 
to  retail  cooperatives  or  some  other 
retail  agencies  and  the  retail  op- 
erations of  28  cooperatives,  which 
sold  directly  to  farmers. 

Range  in  Credit  Terms 

Wholesale  Operations. — As  men- 
tioned, terms  ranged  from  7-30 
days  depending  upon  date  payment 
was  due  after  date  of  purchase  or 
statement.  Two  gave  from  1  to  7 
days,  two  gave  5  to  12,  two  gave 
14  to  15,  and  two  gave  30  days. 
Three  of  this  group  secured  ac- 
counts by  deposits  from  locals. 

Retail  Operations. — Only  one  of 
the  associations,  Cooperative  C-5 
did  a  real  cash  business.  Even 
here  there  were  quite  a  few  sub- 
stantial accounts,  but  dairy  com- 
panies or  cotton  gins  guaranteed 
them  and  they  were  "just  as  good 
as  cash." 

It  was  said  that  this  association 
had  little  demand  for  credit,  but 
this  was  probably  due,  in  part  at 
least,  to  the  attitude  of  the  board 
of  directors.  They  were  all  sub- 
stantial farmers  who  had  no  need 
for  this  kind  of  credit  and  saw  no 
reason  to  provide  credit  for  others. 
Their  volume  of  business  including 
lumber,  feed,  and  petroleum — lines 
on  which  credit  is  usually  consid- 
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Cooperatives  must  guard  against  credit  losses 
as  well  as  feed  inventory  losses. 


ered  as  essential  —  had  been  in- 
creasing consistently  over  a  period 
of  years. 

The  next  stage  to  cash  was 
credit  by  one  association  on  one 
order,  within  reasonable  limits  as 
to  size,  of  course.  This  association 
allowed  no  further  credit  while 
this  amount  was  outstanding. 

Then  came  "accommodation 
credit"  of  7  days,  followed  by  one 
association  which  accomplished  es- 
sentially the  same  purpose  as  the 
credit-for-one-order  plan  just  men- 
tioned. Both  of  these  were  usually 
referred  to  as  cash  policies,  but 
they  were  really  credit  to  approved 
patrons  with  much  shorter  terms 
than  customary. 

Most  retail  cooperatives  said 
they  had  a  30-day  credit  policy  but 
this  had  many  interpretations.  For 
example,  in  some  cases  payment 
was  due  on  the  10th  or  20th  of  the 
month  following  purchase  or  from 
the  date  the  statement  was  ren- 
dered. Therefore,  the  number  of 
days  of  credit  actually  given  by  the 
group  in  1955  was  as  follows: 
Two  retail  associations  gave  none 
as  they  operated  on  a  cash  basis, 
one  had  a  7-day  policy  to  approved 
accounts,  two  gave  1  to  30  days, 
five  gave  30  days,  five  gave  10  to 
40,  six  gave  15  to  45,  one  gave 
20  to  50,  three  gave  30  to  60  days, 
and  in  one  the  time  given  was  left 
to  the  judgment  of  the  manager. 


A  number  of  associations  also 
used  seasonal  billing,  seasonal  or 
other  production  financing,  and 
conditional  sales  contracts  for 
granting  extended  credit  on  certain 
commodities. 

Using  Discounts  for  Cash 

Wholesale  Operations,  —  Three 
of  the  10  regionals  offered  a  1 
percent  cash  discount  on  feed  and 
other  supplies,  and  two  gave  dis- 
counts on  some  commodities  but 
not  on  feed. 

Retail  Operations.  —  Nine  asso- 
ciations offered  discounts  for  cash. 
However,  not  all  the  affiliated 
service  stores  of  three  regionals 
gave  such  discounts.  These  were 
usually  1  percent  or  2  percent,  or 
in  some  cases  $1  or  $2  a  ton,  on 
feed.  Some  cooperatives  construed 
a  discount  for  cash  as  cash  at  the 
time  the  order  was  placed;  others 
extended  it  to  cash  on  delivery. 
More  often,  however,  it  was  really 
a  discount  for  early  payment  of  ac- 
counts. Such  terms  were  stated  as 
cash  in  10  days,  cash  during  the 
month  of  purchase,  cash  within  30 
days,  or  cash  at  any  time  before 
statements  for  the  month  were  sent 
out. 

In  making  out  invoices  or  state- 
ments where  cash  discounts  were 
applicable,  goods  were  usually  bill- 
ed at  list  price  and  the  discount 
shown  separately  with  a  clear  ex- 
planation of  how  long  the  discount 
could  be  taken.  A  firm  stand  was 
necessary  or  many  patrons  ex- 
pected to  take  the  discount  long 
after  the  period  had  expired.  The 
usual  provision  was  that  no  one 
would  allow  the  discount  beyond 
the  stated  time,  except  an  associa- 
tion officer  designated  to  consider 
and  pass  on  exceptional  conditions. 

The  effectiveness  of  these  terms 
varied.  Some  managers  thought 
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it  increased  the  proportion  of 
"cash"  sales  materially.  Others 
were  convinced  it  had  little  effect — 
that  whether  or  not  the  patron  took 
advantage  of  the  discount  depended 
on  habit  more  than  on  the  possible 
saving.  Several  thought  there  was 
a  disadvantage  to  the  association 
in  that  many  patrons  considered 
that  if  they  failed  to  pay  during 
the  discount  period,  they  were  then 
entitled  to  extended  credit. 

Cash  discounts  usually  applied 
to  all  products  sold  but  several 
associations  excluded  various  lines. 
Fertilizer  was  often  excluded,  with 
the  explanation  that  margins  were 
too  narrow  on  it  to  permit  any 
reduction.  On  the  other  hand,  de- 
ferred billing  of  fertilizer  was 
fairly  common  in  order  to  en- 
courage farmers  to  take  delivery 
on  this  commodity  during  the  slack 
manufacturing  season. 

Charging  Interest  on 
Accounts  Past  Due 

Wholesale  Operations. — Two  re- 
gional charged  interest  on  past 
due  accounts  in  1955. 

Retail  Operations. — Nine  associ- 
ations generally  charged  interest 
on  past  due  accounts.  This  charge 
might  be  added  as  soon  as  the 
account  became  past  due  but  usu- 
ally only  after  it  was  30  days  or 
60  days  delinquent.  When  coopera- 
tives converted  problem  accounts 
to  a  note  basis,  they  nearly  always 
added  interest.  The  rate  was  usu- 
ally that  charged  by  local  banks, 
with  6  percent  most  common.  If 
the  patron  paid  the  account  short- 
ly after  interest  started  to  accrue, 
the  association  usually  disregarded 
interest  charges. 

Often  the  associations  desig- 
nated interest  on  past  due  ac- 
counts as  a  "service  charge."  In 


that  case  the  rate  was  usually  one- 
half  of  1  percent  a  month.  One 
trouble  with  these  charges  was  the 
difficulty  of  avoiding  making  ex- 
ceptions. If  a  patron  came  in  to 
pay  a  past  due  account  but  refused 
to  pay  the  "service  charge",  his 
account  usually  would  be  consid- 
ered paid  in  full.  If  he  was  a  good 
customer  and  not  habitually  delin- 
quent, managers  also  found  it  dif- 
ficult to  tell  him  "no  more  credit." 

Proportion  of  Credit  Business 

Wholesale     Operations.  —  The 

supply  business  of  the  wholesale 
cooperatives  was  all  conducted  on  a 
credit  basis,  although  for  only  a 
few  days,  or  accounts  were  secured 
by  deposits. 

Retail  Operations.  —  The  pro- 
portion of  sales  "charged"  by  re- 
tail cooperatives  varied.  Data  were 
not  readily  available  on  annual 
credit  sales  in  a  number  of  asso- 
ciations. Information  on  five  large 
retail  regionals  showed  that  the 
percentage  "charged"  was  40  per- 
cent by  one,  55  percent  by  one, 
66  percent  by  two,  and  75  percent 
by  one  association. 

Days7  Total  Supply  Sales 
in  Accounts 

Wholesale  Operations.  —  As  al- 
ready mentioned,  three  of  the  10 
associations  studied  had  from  3  to 
10  days'  sales  in  accounts  at  the 
end  of  1955,  four  had  from  11  to 
20  days,  and  two  had  from  21  to 
45  days'  sales  in  accounts.  Four 
showed  an  increase  and  six  showed 
little  or  no  change  in  the  relative 
amount  of  accounts  on  the  books 
during  the  1951-55  period. 

Retail  Operations.  —  For  the 
three  retail  groups  combined,  the 
median  number  of  days'  sales  in 
accounts  in  1955  was  18.  Two  had 
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none,  10  had  from  1  to  15  days 
inclusive,  eight  had  from  16  to  30 
days,  five  had  from  31  to  60  days, 
and  one  had  over  60  days'  sales 
outstanding  in  accounts. 

During  the  period  1951-55,  13 
cooperatives  showed  an  increase  in 
the  number  of  days'  sales  in  ac- 
counts while  12  remained  about 
steady.  Only  two  showed  improve- 
ment. 

Publicizing  Credit  Terms 

Wholesale    Operations.    —  All 

wholesale  cooperatives  included  in 
this  study  made  a  determined  ef- 
fort to  see  that  private  dealer 
agents  as  well  as  managers  and 
boards  of  directors  of  local  coop- 
eratives understood  their  credit 
policies. 

Retail  Operations.  —  A  few  of 

the  associations  studiously  avoided 
any  publicity  on  credit  policy  with 
the  idea  that  many  who  paid  cash 
would  seek  credit  if  they  thought 
it  was  available.  Most  of  the  as- 
sociations,  however,  made  some 


Cooperative  managers  and  fieldmen  have  the 
responsibility  of  explaining  the  association's 
credit  policy  to  all  patrons  who  apply  for  credit. 
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effort  to  see  that  the  credit  poli- 
cies were  known  and  understood 
by  the  members.  Many  felt  that 
not  enough  attention  was  given  to 
this  and  that  consequently  mis- 
understandings developed. 

Quite  often  retail  stores  dis- 
played placards  prominently  that 
stated  the  credit  terms.  If  the  lo- 
cal had  a  membership  publication, 
a  statement  of  the  terms,  often 
with  some  story  on  an  angle  of 
credit,  appeared  in  it  from  time  to 
time.  Local  managers  usually  in- 
formed new  members  and  gave  ap- 
plicants for  credit  a  statement  of 
credit  policies. 

Experience  of  the  cooperatives 
included  in  this  study  showed  that 
the  main  thing  is  to  be  sure  the 
patron  understands  the  terms  of 
the  credit  granted  and  that  they 
apply  to  all  patrons  on  the  same 
basis.  This  is  usually  accomplished 
most  effectively  by  stating  them 
specifically  at  the  time  credit  is 
given  and  having  a  definite  under- 
standing as  to  just  when  the  ac- 
count is  to  be  paid.  This  is  true 
even  if  the  credit  policies  are  well 
publicized  and  stated  on  a  credit 
application  form.  The  patron  must 
understand  that  they  apply  to  him 
personally. 

Using  Credit  Applications 

Wholesale  Operations.  —  Six  of 

the  10  regionals  extended  credit 
to  member  locals  without  the  use 
of  credit  applications,  while  two 
regionals  shipped  on  shipper's  or- 
der bills  of  lading  and  invoice  un- 
til the  locals  proved  themselves  to 
be  good  credit  patrons.  The  other 
two  regionals  required  locals  to 
place  cash  deposits  with  the  re- 
gionals before  goods  were  shipped. 

Retail  Operations.  —  Some  re- 
tail cooperatives  and  service  stores 


preferred  comparatively  simple 
forms  for  credit  applications, 
while  others  required  a  complete 
financial  statement  with  support- 
ing information.  This  depended 
somewhat  on  the  amount  and 
length  of  time  for  which  credit  was 
to  be  granted,  custom  in  the  com- 
munity, and  the  amount  of  other 
investigation  that  had  to  be  done. 

Cooperatives  included  in  this 
study,  both  wholesale  and  retail, 
that  required  formal  application 
for  credit  felt  having  this  form 
filled  out  by  the  patron  provided 
definite  information  as  a  basis  for 
credit.  It  also  helped  to  put  the 
whole  transaction  on  a  formal 
basis  and  to  dispel  any  idea  that 
it  was  just  a  haphazard  procedure. 

Credit  Investigation 

Wholesale  Operations,  —  Five 
of  the  10  regionals  audited  the  lo- 
cal member  cooperatives  and  were 
aware  of  their  financial  condition 
at  all  times.  They  based  extension 
of  credit  on  the  financial  condition 
of  the  locals  as  shown  by  the 
audits.  Two  regionals  required  a 
financial  statement  before  grant- 
ing credit,  while  one  would  extend 
an  amount  equal  to  equities  of  the 
local  in  the  regional.  One  had  a 
financial  agreement  with  the  mem- 
ber locals,  and  each  local  had  an 
established  line  of  credit  available 
when  needed.  One  regional  would 
extend  credit  to  member  locals 
based  on  their  audits  but  used  Dun 
and  Bradstreet  for  investigations 
before  extending  credit  to  non- 
members. 

Retail  Operations.  —  The  meth- 
od and  extent  of  investigation 
given  credit  applicants  varied 
greatly  among  retailers.  In  small 
associations  in  a  stable  commu- 
nity, the  managers'  personal  knowl- 


edge might  be  sufficient;  occa- 
sionally this  might  be  supple- 
mented with  a  little  information 
from  the  local  banker. 

A  number  of  retail  associations 
were  members  of  credit  rating 
bureaus  and  found  them  helpful 
and  dependable.  Others  said  these 
bureaus  had  rather  complete  in- 
formation on  wage  earners  and 
others  in  the  towns,  but  the  infor- 
mation on  farmers  was  likely  not 
to  be  as  complete. 

National  agencies,  such  as  Dun 
and  Bradstreet,  often  had  satis- 
factory information  on  the  largest 
farmers,  corporate  farms,  contrac- 
tors, and  other  business  firms. 

Cooperatives  included  in  this 
study  found  municipal  or  other 
governmental  agencies  could  be 
depended  upon  to  pay,  but  there 
might  be  considerable  delay  and 
' 'red-tape"  in  making  collections. 
Semipublic  agencies  such  as  col- 
leges and  hospitals  could  be  given 
reasonable  credit;  information  on 
them  was  readily  available  from 
local  sources. 

Whether  the  application  for 
credit  was  informal  or  made 
through  the  filing  of  a  more  or 
less  detailed  formal  application, 
the  regional  manager,  branch  man- 
ager, or  fieldman  usually  did  some 
checking.  This  might  include  a 
visit  to  the  farm,  inquiry  at  local 
credit  agencies  or  from  competi- 
tive dealers,  and  search  of  mort- 
gage records.  Sometimes  a  cursory 
investigation  provided  all  the  in- 
formation necessary,  but  the  co- 
operatives found  investigation 
should  be  continued  as  long  as  nec- 
essary to  draw  definite  and  sat- 
isfactory conclusions. 

Study  of  the  cooperatives'  credit 
policies  showed  that  results  of 
credit  investigations  might  be  re- 
ported simply  as  a  note  on  the 
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credit  application  or  might  be 
made  on  a  separate  form.  They 
agreed  that  this  report  should  rec- 
ommend any  special  terms  on 
which  credit  was  to  be  granted 
and  the  amount  to  which  it  should 
be  limited.  They  believed,  also, 
that  any  conditions  found  which 
might  have  a  bearing  on  the  credit 
application,  or  any  matters  to  be 
watched  closely,  should  be  stated. 

Approving  Credit 

Wholesale  Operations.  —  Four 
of  the  10  regionals  had  credit  de- 
partments that  were  responsible 
for  approval  and  extension  of 
credit.  The  approval  of  credit  in 
3  associations  was  the  responsibil- 
ity of  the  general  manager,  while 
the  boards  of  directors  of  2  asso- 
ciations were  responsible  for  ap- 
proving credit.  Another  association 
used  a  financial  agreement,  and 
member  locals  had  an  established 
line  of  credit  approved  by  the  gen- 
eral manager. 

Retail  Operations.  —  In  most 
cases,  retailers  granted  credit  only 
on  the  approval  of  some  specified 
individual.  This  was  usually  the 
manager  in  a  small  association. 
Larger  organizations  often  gave 
branch  managers  this  authority  or 
set  up  a  credit  department. 

In  some  cases,  the  board  of  di- 
rectors or  advisory  committee  as- 
sumed this  function.  In  the  case 
of  associations  serving  compact 
areas,  one  of  the  directors  was 
likely  to  know  the  applicant  per- 
sonally. Other  than  this  one  ad- 
vantage, having  directors  or  an  ad- 
visory committee  approve  credit 
was,  however,  a  rather  cumber- 
some method. 

Definite  delegation  of  authority 
for  approving  credit  gave  that  in- 
dividual also  the  responsibility  for 
his  own  actions,  or  for  those  un- 


der his  supervision  to  whom  he 
might  delegate  some  of  the  author- 
ity. The  cooperatives  generally  felt 
it  desirable  that  whoever  approved 
the  credit  should  also  have  respon- 
sibility for  seeing  that  the  accounts 
were  collected. 

Setting  Limits  on  Credit 

Wholesale  Operations.  —  Four 
of  the  10  regionals  did  not  place 
limits  on  the  amount  of  credit  a 
local  could  receive  while  four 
placed  a  limit  based  on  previous 
experience  with  the  particular  as- 
sociation. One  association  limited 
credit  to  an  amount  equal  to  the 
equities  a  local  might  have  in  the 
regional.  The  other  would  extend 
credit  of  an  amount  equal  to  two 
times  the  local's  net  current  assets. 

Retail  Operations.  —  Credit  poli- 
cies usually  set  some  general 
limits  on  amounts  and  time.  When 
there  was  to  be  any  deviation  from 
these  in  one  way  or  another,  the 
cooperatives  generally  stated  clear- 
ly the  conditions  of  approval. 

Whatever  these  limits  are  the 
cooperatives  agreed  it  is  important 
that  each  salesperson  know  them 
or  be  able  to  check  them  readily 
for  individual  patrons.  In  a  small 
association,  the  1  or  2  clerks  can 
keep  most  of  them  in  mind,  but 
they  should  check  with  the  man- 
ager or  bookkeeper  whenever  there 
is  any  doubt.  In  larger  organiza- 
tions, some  sort  of  visible  card 
file  should  be  placed  at  the  desk 
with  a  record  of  each  patron  and 
the  terms  of  his  credit.  This  should 
be  kept  up  to  date  and  placed 
where  it  can  be  consulted  readily. 
Each  clerk  must  be  impressed 
with  the  necessity  of  using  the 
file  consistently  and  not  depending 
too  much  on  memory.  The  cards 
should  be  flagged  to  indicate  the 
nature  and  condition  of  the  ac- 
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count,  and  limits  should  be  clearly 
shown. 

It  should  be  clearly  understood 
that  when  there  is  any  question 
or  when  there  is  to  be  any  devia- 
tion from  the  terms  or  amount 
shown  on  the  card,  it  should  be 
referred  to  some  specific  individual 
for  final  decision  in  accordance 
with  established  policy. 

Aging  Accounts  Receivable 

Auditors  of  both  wholesale  and 
retail  cooperatives  nearly  always 
classified  accounts  receivable  by 
age.  This,  however,  was  seldom 
adequate  for  proper  control.  This 
study  indicates  the  best  method 
is  to  have  the  bookkeeper  or  ac- 
counting department  do  this 
monthly.  The  analysis  should  show 


the  amount  in  each  account  cur- 
rent within  the  credit  terms  and 
divide  the  remainder  into  age 
groups  that  will  be  significant  for 
that  association. 

The  manager  found  it  wise,  of 
course,  to  check  accounts  receiv- 
able carefully.  Comparison  with 
previous  periods  —  preceding 
month,  similar  month  a  year  ago 
and  often  for  3  or  4  years  back 
— was  often  significant  in  calling 
attention  to  trends  that  would  not 
be  noticed  in  day  to  day  operation. 

The  age  of  accounts  receivable 
increased  in  5  wholesale  associa- 
tions and  decreased  in  2  from  1951 
to  1955.  Ten  of  17  reporting  re- 
tail associations  had  more  accounts 
over  30  days  old  in  1955  than  in 
1951  while  seven  showed  a  decline 


m  the  age  of  their  accounts.  The 
median  percentage  under  30  days 
was  63  for  this  group  in  1955. 

The  large  retail  regionals  were 
more  effective  in  keeping  accounts 
current  than  were  the  local  coop- 
eratives affiliated  with  regionals. 
Of  the  accounts  in  9  regionals,  66 
percent  were  under  30  days  in  age 
compared  with  43  percent  for  5 
locals  with  comparable  data  for 
1955. 

Furthermore,  about  62  percent 
of  the  accounts  of  both  the  locals 
and  regionals  were  under  30  days 
of  age  in  1951. 

Reporting  to  the  Board 

As  policy  makers,  the  board  of 
directors  was  concerned  with  op- 
erations and  credit  problems  at  all 
times.  If  most  of  the  accounts  were 
current  and  there  were  no  prob- 
lem cases,  a  general  statement 
served  the  purpose.  But  this  study 
indicated  that  any  significant 
changes  and  progress  or  lack  of 
progress  with  individual  problem 
accounts  should  be  brought  to  the 
board's  attention.  There  have  been 
cases  where  members  of  the  board 
were  permitted  to  be  the  worst 
offenders  against  established  credit 
policies.  Bringing  these  violations 
of  the  credit  policy  to  the  attention 
of  the  full  board  would  have  been 
beneficial. 

Board  members,  of  course, 
should  satisfy  themselves  that  the 
credit  policies  they  have  adopted 
are  actually  being  enforced.  Any 
deviation  should  be  adequately  and 
satisfactorily  explained.  An  excel- 
lent time  to  check  on  this  is  when 
the  monthly  report  on  accounts 
receivable  is  up  for  consideration. 

Submitting  Statements 

Wholesale  and  retail  coopera- 
tives alike  usually  mailed  state- 


ments to  patrons  shortly  after  the 
end  of  the  accounting  period.  In 
most  cases  this  was  monthly  but 
in  some  instances  twice  a  month. 
Some  associations,  where  most 
members  knew  how  much  they 
owed  and  paid  promptly,  delayed 
mailing  statements  a  week  or  10 
days  so  they  did  not  have  to  be 
sent  to  those  who  paid  regularly. 

Where  a  cooperative  operated 
branches  and  the  central  office  was 
responsible  for  accounting  services 
one  copy  usually  went  to  the 
branch  and  one  to  the  patron. 

The  cooperatives  found  some  def- 
inite system  of  following  up  the 
statements  was  usually  necessary. 
This  was  generally  done  at  the 
end  of  the  next  accounting  period, 
but  many  did  not  wait  that  long. 
Often  this  was  left  pretty  largely 
to  the  knowledge  and  judgment  of 
the  credit  manager  or  bookkeeper 
if  there  were  not  too  many  delin- 
quent accounts. 

Some  associations  used  a  differ- 
ent form,  or  envelopes  printed  in 
a  different  color,  for  the  second 
and  third  notices,  where  they  were 
necessary.  Many  used  a  rubber 
stamp  calling  attention  to  the  fact 
that  the  account  was  past  due. 

Beyond  this,  the  next  step  in 
collection  procedure  was  usually  a 
letter.  A  few  associations  used 
form  letters,  but  most  of  them  felt 
these  had  little  effect.  When  letters 
became  necessary,  they  preferred 
to  make  each  one  personal.  For 
best  results,  the  associations 
thought  these  should  not  be  al- 
lowed to  become  stereotyped  but 
should  really  have  an  individual 
personal  touch. 

Where  cooperatives  operated 
branches,  copies  of  such  letters 
went  to  branch  managers.  In  some 
cases,  collection  was  left  entirely 
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to  local  managers.  At  any  rate, 
after  1  or  2  letters  the  branch 
manager  was  usually  expected  to 
contact  the  delinquent  patron  by 
telephone  or  when  he  came  into 
the  store  or  to  make  a  personal 
visit  to  him. 

Collecting  Delinquent  Accounts 

This  study  showed  that  many 
managers  of  wholesale  and  retail 
cooperatives  were  not  sufficiently 
impressed  with  the  importance  of 
a  vigorous  collection  policy.  Often 
it  was  necessary  to  convince  them 
that  a  sale  should  not  be  consid- 
ered as  completed  until  the  cash 
was  in  the  till. 

Many  of  the  larger  associations, 
especially  those  of  a  centralized 
nature,  had  credit  departments 
that  did  most  of  the  collecting  on 
delinquent  accounts.  Some  had 
fieldmen  to  whom  they  regularly 
delegated  this  function. 

Under  some  conditions,  associa- 
tions held  their  deliverymen  re- 
sponsible for  collections.  Petroleum 
deliverymen  especially  were  often 
paid  in  full  or  in  part  on  a  com- 
mission basis.  With  this  incentive 
for  pushing  sales,  cooperative  man- 
agement felt  it  advisable  to  couple 
responsibility  for  collections.  The 
associations  deducted  bad  accounts 
from  deliverymen's  compensation 
and  turned  the  accounts  over  to 
them  to  salvage  whatever  they 
could. 

Local  managers  often  received  a 
salary  plus  a  bonus  at  the  end  of 
the  year  based  on  net  savings.  In 
order  to  emphasize  the  importance 
of  careful  attention  to  accounts 
receivable,  a  penalty  on  old  ac- 
counts often  became  a  part  of 
their  incentive  plan.  This  consisted 
of  deducting  the  whole  or  a  per- 
centage of  accounts  past  a  certain 
age  from  the  amount  of  the  bonus. 


Some  experience  was  necessary 
in  adjusting  the  deductions  to  en- 
courage vigorous  collection  with- 
out discouraging  extension  of  legi- 
timate credit.  Sometimes  a  stated 
proportion  of  the  bonus  was  pay- 
able to  the  manager  with  the  bal- 
ance distributed  to  other  employ- 
ees on  some  equitable  basis.  In  a 
few  cases,  it  all  went  to  the  man- 
ager and  he  was  left  to  use  his 
discretion  in  sharing  it  with  all 
employees  or  selected  key  em- 
ployees. 

There  was  some  feeling  that 
these  plans  tended  to  lose  their  ef- 
fectiveness after  a  few  years.  Mak- 
ing occasional  changes  in  the  de- 
tails of  the  plan  and  placing  em- 
phasis on  different  factors  seemed 
to  help  renew  interest. 

Other  factors  often  entered  in- 
to computation  of  the  bonus  such 
as  number  of  new  patrons,  sales 
of  new  lines,  or  percentage  in- 
creases in  volume  of  existing  lines 
the  association  wanted  to  push.  In 
addition  to  or  in  place  of  annual 
bonuses,  a  cooperative  might  con- 
duct a  short  campaign  on  collec- 
tion of  old  accounts  or  reduction 
in  all  accounts  receivable.  Details 
of  any  such  plan  had  to  be  care- 
fully worked  out  so  as  to  be  equit- 
able and  provide  equal  incentive 
to  all  participants. 

Applying  Marketing  Proceeds 
and  Member  Equities 

Wholesale  and  retail  associa- 
tions that  marketed  farm  products 
for  their  members  as  well  as  pro- 
viding them  with  farm  supplies 
sometimes  applied  sales  proceeds 
against  accounts  receivable.  Some 
did  this  regularly  while  others  re- 
sorted to  it  only  on  delinquent  ac- 
counts. In  order  not  to  drive  away 
patrons  who  were  in  temporary 
financial  difficulty,  these  coopera- 
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tives  applied  only  a  percentage  of 
sales  proceeds  to  accounts. 

Many  associations  regularly  ap- 
plied cash  patronage  refunds  and 
dividends  on  stock  to  accounts  re- 
ceivable. When  an  association  re- 
deemed revolving  fund  certificates, 
they  too  might  be  used  for  this 
purpose.  In  final  collection  proce- 
dures, capital  stock  or  revolving 
fund  equities  were  nearly  always 
so  used.  Organization  papers  of 
most  associations  specifically  pro- 
vided for  this  practice. 

Farmer  bankruptcies  occasion- 
ally occurred  and  nearly  always 
entailed  a  substantial  or  complete 
loss  of  the  amount  owing  to  the 
cooperative.  Sometimes  debtors 
moved  out  of  the  trade  territory. 
Tracing  these  "skips"  and  making 
collection  presented  a  problem.  An 
occasional  bad  check  was  a  nui- 
sance and  sometimes  meant  a  loss. 
In  most  cases  it  indicated  that  the 
account  needed  special  watching. 

Using  Collection  Agencies 

When  all  efforts  of  associations 
— both  wholesale  and  retail — failed 
to  collect  overdue  accounts,  more 
drastic  action  was  necessary.  The 
cooperatives  sometimes  used  col- 
lection bureaus  or  agencies.  Re- 
sults varied  considerably.  Some 
provided  a  satisfactory  service, 
covering  each  case  thoroughly  and 
working  with  the  offending  patron 
to  get  his  financial  affairs  on  a 
more  satisfactory  basis.  Others  ap- 
peared to  collect  accounts  that 
came  easily  and  not  to  put  enough 
effort  on  the  difficult  ones. 

Some  of  the  larger  associations 
maintained  legal  departments  and 
turned  over  to  them  those  accounts 
on  which  legal  action  or  a  threat  of 
legal  action  became  necessary.  The 
mere  notice  of  such  impending  ac- 
tion was  often  effective. 
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Most  of  the  smaller  associations 
and  many  of  the  larger  ones  used 
local  attorneys  whenever  legal  pro- 
cedure appeared  the  last  resort. 

When  other  efforts  failed,  judg- 
ments were  taken  on  all  sizable 
accounts.  If  these  could  not  be  col- 
lected at  the  time,  there  was  al- 
ways the  possibility  the  debtor 
would  later  want  to  transfer  some 
property  or  settle  an  estate  and 
that  collection  could  then  be  made. 

Reserves  for  Doubtful  Accounts 

The  practice  in  charging  off 
doubtful  accounts  varied  with  each 
of  the  wholesale  and  retail  asso- 
ciations. Many  set  up  reserves  on 
a  percentage  basis  or  allocated 
specific  amounts  to  them  each  year. 
This  had  the  advantage  of  spread- 
ing losses  more  evenly  over  the 
operations  of  several  years.  The 
main  disadvantage  was  that  mem- 
bers of  the  board  of  directors,  in 
particular,  sometimes  considered 
that  this  took  care  of  the  problem 
and  lost  further  interest  in  the  ac- 
count. 

More  often  the  cooperatives 
charged  losses  off  directly  as  they 
determined  accounts  were  uncol- 
lectible. This  study  indicated  that 
this  determination  should  proper- 
ly be  left  to  the  board  of  directors. 
Policies  on  it  had  a  wide  range 
among  the  cooperatives  in  the 
study.  Some  charged  off  the  entire 
account  as  soon  as  its  collection  be- 
came doubtful.  Others  charged  off 
all  accounts  over  a  year  old  or  at 
some  other  specified  age.  Still 
others  did  not  charge  anything  off 
until  all  hope  of  collection  had  van- 
ished. 

Recoveries  varied  more  or  less 
with  the  policy  followed  in  charg- 
ing off  accounts.  Net  loss  was,  of 
course,  the  true  measure  of  the 


effectiveness  of  credit  and  collec- 
tion policies  and  practices. 

This  study  demonstrated  the 
importance  of  not  forgetting  ac- 
counts charged  off.  Regular  review 
of  all  those  not  hopelessly  and  ir- 
revocably lost  will  often  turn  up 
possibilities  for  collection.  This 
should  be  the  specific  duty  of  some 
designated  individual  with  occa- 
sional review  by  the  association's 
credit  manager  or  general  man- 
ager. 

Other  Types  of  Credit  in  Use 

In  addition  to  credit  granted  on 
open  accounts,  most  retail  farm 
supply  stores  had  other  types  of 
financing  services.  Among  them 
were  financing  for  broilers,  tur- 
keys, and  laying  flocks. 

Broiler  Financing 

Most  of  the  associations  visited 
provided  feed  for  growing  broilers 
on  the  same  terms  they  gave  other 
producers.  They  recognized  this 
arrangement  limited  their  volume 
of  this  trade  severely,  but  were  un- 
willing to  compete  with  what  they 
considered  unsound  and  undesir- 
able financing  of  broilers  offered 
by  some  others. 

Other  cooperatives  provided  flock 
financing  on  feed,  or  on  feed, 
chicks,  medical,  and  sanitary  sup- 
plies, but  usually  without  assum- 
ing any  responsibility  for  losses  on 
the  flock.  In  a  few  cases,  the  asso- 
ciation carried  a  limited  liability 
covering  losses. 

In  broiler  financing,  the  associa- 
tions found  it  desirable  to  have  an 
experienced  fieldman  visit  the 
flocks  at  least  once  a  week.  In  fact 
it  was  indicated  that  some  pro- 
ducers able  to  do  their  own  finan- 
cing had  the  cooperative  finance 
their  broilers  in  order  to  have  this 
expert  supervision. 


Usually  on  this  kind  of  finan- 
cing, the  association  added  a  sur- 
charge of  $1  or  $2  a  ton  to  the 
price  of  the  feed.  This  was  one  of 
the  provisions  of  the  contract  and 
was  not  covered  up  in  any  way. 
Often  this  surcharge  went  into  a 
special  reserve  against  losses. 

Associations  regularly  took  chat- 
tel mortgages  on  the  flocks.  Where 
the  cooperative  financed  chicks, 
this  was  usually  done  to  give  a 
clear  title  under  the  mortgage. 
Settlement  was  required  on  the 
sale  of  each  flock. 

Those  doing  this  financing  as- 
sumed the  marketing  of  the  broil- 
ers if  that  was  part  of  their  regu- 
lar business  operation.  If  not,  they 
made  arrangements  with  some 
processor  to  take  all  birds  when 
they  were  ready.  Many  growers 
considered  this  '  'having  a  home 
for  the  birds"  vital,  since  other- 
wise it  was  almost  impossible  to 
dispose  of  them  when  markets 
were  demoralized,  except  at  sacri- 
fice prices. 

The  cooperatives  realized  they 
could  increase  their  feed  volume 
substantially  by  financing  broilers 
on  a  more  liberal  basis.  They,  how- 
ever, considered  the  plans  offered 
by  some  others  in  the  feed  trade  as 
unsound.  The  cooperatives  were 
unwilling  to  add  to  the  burden- 
some supplies  on  the  market  by 
financing  "in  and  out"  producers 
who  should  not  have  been  encour- 
aged to  offer  competition  to  those 
they  considered  were  legitimately 
in  this  field. 

Turkey  Financing 

Cooperatives  financed  turkeys 
on  much  the  same  general  basis 
as  broilers.  Although  the  turkey 
production  cycle  is  longer  and 
many  of  the  operations  are  large, 
risks  involved  are  much  the  same. 
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Many  supply  cooperatives  finance  poultry  flocks.  An  important  item  in  this  program  is  arranging 

credit  terms  for  needed  feed. 


The  extent  of  involvement  by  the 
cooperatives  was  comparatively 
small  for  the  same  reasons  they 
were  not  in  broiler  financing  more 
extensively. 

Financing  Laying  Flocks 

Several  of  the  cooperatives, 
particularly  those  also  marketing 
eggs,  financed  the  growing  of  pul- 
lets for  replacement.  This  usually 
covered  only  the  feed  required 
and  was  repayable  according  to  a 
schedule  based  on  expected  egg 
production.  These  cooperatives  took 
chattel  mortgages  either  on  the 
pullets  or  on  the  entire  flock,  and 
sometimes  also  on  the  equipment. 

The  need  for  and  problems  of 
production  financing  services  by 
farm  supply  cooperatives  should 
be  covered  in  a  future  study.  The 
associations  in  this  study  handled 
other  farm  supplies  and  equipment, 
but  special  credit  practices  apply- 
ing to  them,  such  as  conditional 
sales  contracts  for  appliances  and 
deferred  payment  plans  for  fertili- 
zer are  not  included  in  this  report. 


General  Observations 

Outside  of  the  details  of  success- 
ful credit  administration,  some  gen- 
eral observations  may  be  drawn 
from  this  study  as  to  fundamental 
considerations  that  should  be  kept 
in  mind  by  farmer  cooperatives 
and  others  in  the  feed  supply  busi- 
ness. 

Credit  control  depends  heavily  on 
personnel  as  well  as  policy.— Credit 
control  often  is  as  much  or  more 
a  matter  of  personnel  than  of 
policies.  Perfectly  sound  policies 
adopted  by  the  board  of  directors 
will  not  be  effective  unless  the  re- 
sponsible employees  understand 
them  and  are  able  and  willing  to 
see  that  they  are  vigorously  ad- 
ministered. On  the  other  hand, 
some  managers  can  and  will  carry 
on  an  entirely  successful  credit 
business  without  specific  written 
policies  adopted  by  boards  of  di- 
rectors or  with  policies  that  are  in 
themselves  completely  inadequate. 

A  sound  procedure  is  for  the 
board,  in  consultation  with  key 
employees,  to  adopt  credit  policies 
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adapted  to  the  needs  and  customs 
of  patrons  of  the  association  and 
then  give  whatever  attention  is 
required  to  see  that  they  are  made 
effective.  Some  managers  will  do 
this  without  supervision.  In  any 
case  it  makes  their  work  easier 
to  have  the  backing  of  definite 
policies  set  forth  by  the  board. 

Managers  need  to  be  more  ag- 
gressive and  firm  in  collecting  ac- 
counts. —  Many  otherwise  good 
managers  approach  their  collection 
activities  with  an  apologetic  air. 
They  need  to  be  schooled  in  the 
idea  that  if  any  apologies  are  due 
they  should  come  from  the  delin- 
quent patron,  since  service  has 
been  rendered  and  payment  is  due. 

Managers  should  have  the  idea 
firmly  in  mind  that  collection  is  an 
integral  part  of  selling  and  that  no 
transaction  is  completed  until  the 
supplies  sold  have  been  paid  for. 
This  is  especially  true  when  an 
association  is  driving  to  increase 
its  volume  of  sales.  The  only  as- 
sociation included  in  this  study 
that  was  in  really  bad  shape  with 
its  notes  and  accounts  receivable 
got  that  way  because  it  lowered  its 
credit  standards  in  an  attempt  to 
increase  volume  so  that  an  over- 
built mill  could  be  operated  effi- 
ciently. 

Understanding  of  terms  when 
credit  is  granted  is  vital.  —  Many 
managers  stressed  that  the  crucial 
point  is  when  credit  is  first 
granted.  Despite  any  printed  state- 
ment of  policy  and  any  written 
agreement,  there  should  be  a  defi- 
nite oral  explanation  as  to  just 
when,  and  usually  how,  the  ac- 
count is  to  be  paid.  Some  people 
do  not  read  signs,  leaflets,  or  even 
contracts,  and  without  this  oral 
outlining  of  terms  they  will  come 
in  when  the  account  becomes  delin- 
quent and  say  they  never  under- 


stood that  the  terms  were  those 
given. 

Credit  policies  must  be  enforced. 

— With  the  credit  policies  under- 
stood by  everybody  concerned,  the 
next  important  point  is  to  see  that 
they  are  enforced.  Definite,  uni- 
form action  without  favoritism  is 
essential  in  establishing  respect 
for  these  policies.  If  credit  is  to 
be  shut  off  when  an  account  is  not 
paid  within  a  certain  period,  such 
action  must  follow  unfailingly. 
Records  must  be  such  that  each 
salesperson  can  check  quickly  to 
see  that  a  patron  has  not  reached 
his  credit  limit.  And  each  sales- 
person must  be  held  responsible 
for  seeing  that  no  sale  exceeds  this 
limit. 

There  will  always  be  legitimate 
hardship  cases  where  extenuating 
circumstances  make  it  advisable  to 
give  a  patron  more  time  to  pay. 
Authority  to  grant  such  conces- 
sions should  be  definitely  dele- 
gated —  usually  to  some  one  re- 
sponsible individual  in  the  organi- 
zation. Credit  control  programs 
probably  are  more  likely  to  break 
down  here  than  at  any  other  point. 

Where  there  are  branch  offices, 
there  will  usually  be  quite  a  dif- 
ference in  the  effectiveness  with 
which  different  branches  adminis- 
ter credit  programs.  Some  men  are 
just  unable  to  say  "No"  agreeably. 
They  need  coaching  and  super- 
vision. It  is  helpful  to  make  it  clear 
that  there  is  no  surer  or  quicker 
way  to  lose  their  jobs  than  to  vio- 
late the  established  credit  policies. 
Bonus  payments  based  in  part  on 
a  favorable  condition  of  outstand- 
ing accounts  are  often  helpful  in 
obtaining  better  credit  adminis- 
tration. 

Credit  should  improve  operating 
efficiency  as  well  as  service.— When 
feed  cooperatives  are  asked  to  ex- 
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tend  credit  as  a  service  to  their 
members,  they  should  also  consider 
the  probable  effects  on  the  overall 
efficiency  of  the  cooperative.  Will 
it  help  hold  or  increase  volume  and 
bring  about  lower  unit  costs  of 
operation?  There  are  definite  costs 
associated  with  a  credit  service 
which  need  to  be  weighed  against 
its  value  in  volume  building.  It 
should  be  kept  in  mind  that  ex- 
cessive credit  can  cause  an  associa- 
tion to  lose  cash  discounts  on 
purchases,  and  it  may  cause  the 
loss  of  some  patrons  who  prefer  to 
trade  with  a  business  having  a  re- 
stricted credit  policy  and  little  or 
no  credit  costs. 

However,  credit  losses  of  the 
feed  associations  studied  have  been 
small  while  the  use  of  credit  has 
increased  in  the  feed  industry. 
Possibly,  then,  some  cooperatives 
should  consider  whether  they  are 
restricting  credit  at  the  expense 
of  greater  overall  efficiency  that 
might  come  with  larger  volume. 
This  applies  especially  to  those 
which  have  mills  that  are  not  oper- 
ating at  capacity  but  which  have 
demonstrated  their  ability  to  con- 
trol credit  in  the  past.  These  asso- 
ciations might  do  some  figuring  to 
see  if  more  liberal  credit,  carefully 
controlled,  could  be  expected  to 
increase  volume  to  the  point  where 
all  their  patrons  would  benefit. 
This  would  mean  estimating 
whether  manufacturing  and  distri- 
bution costs  per  ton  would  be  low- 
ered more  than  enough  to  offset 
costs  for  additional  credit. 

In  the  feed  trade  magazines  and 
at  feed  dealer  conventions  recently 
there  has  been  a  great  deal  of 
interest  in  the  credit  question. 
Many  dealers  apparently  have  run 
into  substantial  losses.  There  has 
been  much  criticism  of  financing 
uneconomic  operations  and  keep- 
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ing  fringe  or  "in  and  out"  pro- 
ducers in  the  picture,  thus  depres- 
sing prices  for  everyone.  Coopera- 
tives generally  have  been  more 
conservative  and  have  not  been 
subject  to  such  criticism.  Maybe 
cooperatives  have  been  as  far  on 
the  conservative  side  as  some 
others  have  been  on  the  liberal 
side.  Perhaps  there  is  a  middle 
ground  that  in  the  long  run  would 
be  better  for  both. 

Patrons  should  be  encouraged  to 
use  reputabte  credit  agencies.  — 
Many  associations  work  closely 
with  local  banks,  production  credit 
associations  or  other  financing 
agencies  and  encourage  those  who 
need  credit  to  arrange  financing 
with  them.  In  some  cases,  associa- 
tions invite  the  local  PC  A  secre- 
tary to  inspect  their  accounts  re- 
ceivable with  the  idea  that  he  can 
then  contact  desirable  accounts 
and  solicit  their  patronage.  Many 
PCA's  have  shied  away  from  poul- 
try financing,  but  when  they  see 
the  history  of  some  of  these  ac- 
counts, they  often  are  willing  to 
make  this  kind  of  loan.  It  is  ad- 
vantageous to  have  the  PC  A  office 
located  nearby  if  this  can  be  ar- 
ranged. 

An  increasing  number  of  farm- 
er cooperatives  are  sponsoring 
rural  credit  unions.  Membership 
may  be  confined  to  members  of  the 
association  or  may  also  include 
association  employees.  In  some 
cases,  employees  may  furnish  most 
of  the  capital,  and  the  association 
members  take  out  most  of  the 
loans.  This,  however,  works  out 
to  be  mutually  beneficial.  With  the 
supervision  provided  credit  unions, 
inexperienced  officers  seem  to  ac- 
quire good  "credit  sense'  in  a  re- 
markably short  time.  A  few  supply 
cooperatives  have  sponsored  credit 
associations.   These  have  helped 


take  care  of  some  of  their  mem- 
bers' credit  needs — especially  pro- 
duction financing  for  longer  term 
needs. 

The  trend  toward  more  inte- 
grated operations,  such  as  in  the 
broiler  field,  indicates  that  cooper- 


atives engaged  in  providing  mar- 
keting, supply,  and  credit  services 
need  to  consider  ways  of  closely 
coordinating  their  operations.  Pro- 
duction financing  is  one  of  the  im- 
portant segments  of  their  inte- 
grated programs. 


Part  II.  Case  Studies  of  Individual  Cooperatives 


This  section  gives  detailed  credit 
information  on  the  cooperatives 
included  in  the  four  groups  cov- 
ered in  this  study. 

Group  A  —  Wholesale  Regionals 

Cooperative  A-l 

Cooperative  A-l  is  a  general 
farm  supply  wholesale  regional 
supplying  48  local  cooperatives 
and  15  individual  dealers.  The  re- 
tail cooperatives  are  locally  owned 
and  operate  on  local  capital.  The 
regional  wholesale  organization 
has  no  control  over  their  opera- 
tion. 

Annual  wholesale  sales  for  the 
5-year  period,  1950-51  through 
1954-55,  averaged  $10  million, 
with  58  percent  representing  feed 
volume.  Credit  experience  at  year's 
end  is  summarized  in  the  accom- 
panying tabulation.  Accounts  re- 
ceivable data  include  the  accounts 
of  individual  dealers  and  local  co- 
operatives. 


Losses  were  small  due  to  appli- 
cation of  equities  to  old  accounts. 
Chargeoffs  for  the  5-year  period 
amounted  to  $16,559  with  $10,403 
resulting  from  converting  old  ac- 
counts into  notes  receivable.  This 
equaled  3  one-hundredths  of  1  per- 
cent of  total  sales. 

This  association  mailed  state- 
ments on  the  1st  and  15th  of  each 
month  to  the  local  associations  and 
on  the  1st  of  each  month  to  the 
dealers.  It  allowed  30-day  terms 
for  fertilizers  and  60-day  terms 
for  seed. 

It  did  not  charge  interest  on 
accounts  receivable  or  allow  cash 
discounts  on  purchases  other  than 
gasoline,  tires  and  tubes.  Gasoline 
purchases  received  1  percent  dis- 
count in  10  days  and  tires  and 
tubes  received  2  percent  discount 
in  10  days. 

Cooperative  A-l  required  no  for- 
mal application  for  credit.  The  lo- 
cal cooperatives  had  accrued  equi- 


Fiscal 
year 

Age  of  accounts  receivable  as  percentage  of  total 

Total 
supply 
sales  in 
accounts 

1-30 
days 

31-60 
days 

61-180 
days 

181  days- 
1  year 

Over 
1  year 

Days 

1950-51 

90 

6 

2 

0.5 

1.5 

10 

1951-52  

93 

5 

1 

none 

1.0 

9 

1952-53  

90 

5 

3 

none 

2.0 

10 

1953-54  

86 

8 

3 

1.0 

2.0 

13 

1954-55  

80 

13 

4 

1.0 

2.0 

12 

428547°— 57  5 
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ties  in  the  association  and  could 
make  credit  purchases  of  an 
amount  equal  to  these  equities. 
When  this  amount  was  reached, 
additional  purchases  were  sent  out 
on  shippers'  order  bills  of  lading 
unless  the  board  of  directors  had 
approved  additional  credit.  The  fi- 
nancial condition  of  the  local  as- 
sociation determined  when  credit 
was  discontinued. 

When  a  local  association  got  be- 
hind on  payment  of  accounts,  the 
wholesale  manager  met  with  the 
local  manager  and  the  board  to 
work  out  a  repayment  plan.  The 
local  received  assistance  in  obtain- 
ing a  loan  when  the  wholesale's 
board  would  not  permit  it  to  carry 
the  local  account. 

Cooperative  A-l  purchased  all 
its  feed  from  a  cooperative  mill 
and  distributed  manufacturing  re- 
funds directly  to  the  locals.  It 
withheld,  however,  any  indebted- 
ness owed  by  the  local  before  it 
made  the  refund. 

This  cooperative  maintained  a 
reserve  for  bad  debts  to  cover  all 
accounts  over  6  months  old.  In  ad- 
dition, it  maintained  a  contingency 
reserve  amounting  to  10  percent 
of  net  savings  that  could  be  ap- 
plied to  bad  accounts  in  the  event 
the  regular  reserve  was  not  ade- 
quate. 

The  wholesale  association  did 
not  sponsor  any  type  of  incentive 
plan  for  the  local  managers;  how- 
ever, local  plans  were  in  effect  in 
most  of  the  associations. 

Because  local  managers  and 
boards  of  directors  knew  the  credit 
policy  of  the  wholesaler,  no  effort 
was  made  to  publicize  it. 

Cooperative  A-2 

This  wholesale  regional  pur- 
chasing and  marketing  cooperative 
supplies  47  member  associations 
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with  feed,  seed,  fertilizer,  hard- 
ware, and  miscellaneous  farm  sup- 
plies. 

Annual  supply  sales  averaged 
about  $5.5  million  in  the  5-year 
period,  1951  through  1955,  with 
about  17  percent  consisting  of  feed. 
In  addition  to  the  supply  opera- 
tion, it  marketed  cotton  with  the 
local  associations  acting  as  col- 
lection stations.  Number  of  days' 
sales  in  accounts  receivable  at  the 
year's  end  were  as  follows: 

Total  supply 
Calendar  sales  in 

year  accounts 

Days 

1951    13 

1952    22 

1953    18 

1954    29 

1955    45 

Cooperative  A-2's  farm  supply 
volume  increased  about  60  percent 
during  the  5-year  period,  1951-55. 
While  an  increasing  proportion 
was  on  the  books  at  the  end  of 
each  year  there  were  no  bad 
debt  losses. 

This  regional  had  a  financing 
and  supervisory  agreement  with 
local  associations  that  automati- 
cally gave  the  locals  a  line  of  credit 
for  operating  capital  of  $2  credit 
for  each  $1  of  current  assets  and 
as  much  as  was  needed  for  market- 
ing. This  credit  was  furnished  at 
a  cost  of  4!/2  percent  on  the  daily 
balance  and  it  did  not  have  a  due 
date. 

Local  associations  could  make 
advance  deposits  with  the  regional 
and  receive  41/2  percent  interest. 
They  could  make  purchases  against 
this  deposit  or  leave  it  undisturbed. 

This  wholesale  association  en- 
couraged the  member  retail  asso- 
ciations to  pay  up  at  least  every 
6  months  but  did  not  force  the 
issue  as  long  as  they  remained 
within  their   line   of   credit.  It 


checked  retailers  weekly  to  make 
sure  they  remained  within  the 
limits  of  their  authorized  credit. 

Cooperative  A-2  extended  credit 
to  nonmember  associations  for  a 
period  of  30  days.  This  was  done 
without  the  use  of  a  formal  appli- 
cation, but  the  regional  checked 
the  financial  condition  of  the  asso- 
ciation requesting  credit. 

The  regional  followed  each  ship- 
ment with  an  invoice  and  sent 
statements  out  monthly.  It  did  not 
discontinue  credit  for  its  member 
associations  unless  they  became  in- 
solvent. The  regionaPs  auditors 
checked  member  associations  ; 
therefore,  their  financial  conditions 
were  known.  When  a  local  was  in 
difficulty,  the  regional  made  rec- 
ommendations for  improving  the 
situation. 

At  the  time  of  this  study,  no 
local's  stock  had  ever  been  assign- 
ed to  old  accounts;  but  if  it  be- 
came necessary,  the  membership 
of  a  local  could  be  terminated  and 
its  stock  applied  to  the  account. 
The  regional  did  not  use  notes  and 
mortgages  except  in  unusual  cir- 
cumstances, and  legal  action  had 
never  been  necessary. 

Cooperative  A-3 

Cooperative  A-3  is  a  regional 
wholesale  owned  by  78  locals.  The 
locals  operate  independently  but 


the  regional  supervises  them.  Data 
included  herein  cover  sales  to  the 
member  associations  and  to  10 
nonmember  associations. 

Average  annual  sales  of  supplies 
for  the  5  years  from  1950-51 
through  1954-55  were  about  $8.3 
million,  with  about  16  percent 
representing  feed  volume.  Credit 
experience  at  year's  end  is  sum- 
marized in  the  accompanying  tab- 
ulation. 

This  association  operated  on  a 
very  strict  credit  policy  and  con- 
sequently had  no  losses  from  bad 
debts.  A  deposit  system,  requiring 
local  cooperatives  to  put  on  deposit 
with  the  regional  an  amount  equal 
to  the  average  weekly  purchase  of 
the  previous  year,  was  used.  This 
deposit  had  to  be  made  before  the 
local  could  receive  a  1  percent  dis- 
count and  make  credit  purchases. 

All  purchases  made  Monday 
through  Saturday  were  due  the 
following  Monday.  This  policy  had 
been  closely  adhered  to  during  the 
life  of  this  association.  If  the  local 
paid  its  accounts  within  10  days, 
it  received  1  percent  discount.  If 
the  local  got  21  days  behind  in  its 
account,  its  deposit  was  applied  on 
the  account  and  it  was  placed  on 
a  cash  basis.  Once  the  deposit  had 
been  applied  to  an  account,  the 
local  could  not  receive  a  cash  dis- 
count and  could  not  get  back  on 


Fiscal 
year 

Age  of 

accounts  receivable  as  percentage 

of  total 

Total 
supply 
sales  in 
accounts 

Under 
10  days 

10-30 
days 

Under 
30  days 

Over 
30  days 

Days 

1950-51 

(1) 

(1) 

89 

11 

5 

1951-52 

(1) 

(1) 

92 

8 

4 

1952-53     , . , 

66 

11 

(2) 

23 

5 

1953-54    , . , 

90 

2 

(2) 

8 

4 

1954-55  .... 

80 

2 

(2) 

18 

3 

1  No  data  available. 

-  Included  in  first  two  columns. 
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Here  a  cooperative  insures  high-quality  feed 
by  having  a  technician  test  it  in  the  plant's 
laboratory.  The  association  should  be  equally 
as  careful  that  its  credit  practices  are  the  best 
possible. 


deposit  until  the  following  Janu- 
ary 1. 

Locals  received  statements  once 
monthly,  even  if  they  had  a  zero 
balance.  This  was  done  to  serve  as 
a  check  for  both  locals  and  the 
regional  wholesale  association. 

The  auditing  department  of  the 
regional  audited  all  local  associa- 
tions, and  an  auditor's  report  ser- 
ved as  a  credit  investigation  in  the 
event  a  local  wanted  credit. 

The  regional's  board  of  directors 


reviewed  all  accounts  monthly. 
They  received  a  statement  of  ac- 
counts showing  the  position  of 
each  local  association. 

The  regional  encouraged  locals 
to  borrow  from  the  district  bank 
for  cooperatives,  supervised  by  the 
Farm  Credit  Administration,  and 
to  take  advantage  of  the  cash  dis- 
count. The  regional  paid  some  of 
its  patronage  refund  equities  in 
preferred  stock,  and  the  locals 
could  borrow  dollar  for  dollar  from 
the  bank  on  this  stock. 

Cooperative  A-3  did  no  broiler 
or  similar  financing  and  there 
were  no  plans  to  enter  into  it  at 
the  time  of  this  survey. 

Cooperative  A-4 

This  wholesale  regional  is  spon- 
sored by  a  general  farm  organiza- 
tion. It  serves  about  160  local 
cooperatives.  The  association  has 
other  related  operations  but  data 
included  herein  apply  only  to  the 
feed  mill. 

Average  annual  feed  sales  for 
the  5-year  period,  1950-51  through 
1954-55,  were  about  $4  million. 
Credit  experience  at  year's  end  is 
summarized  in  the  accompanying 
tabulation. 

This  association  applied  patron- 
age refund  equities  to  old  accounts 
and  consequently  had  no  charge- 
offs. 

The  regional  authorized  14  days 
open  credit  for  its  member  associ- 


Fiscal 
year 

Age  of  accounts  receivable  as  percentage  of  total 

Total 
supply 
sales  in 
accounts 

Under 
30  days 

30-60 
days 

61-90 
days 

91-180 
days 

181  days- 
1  year 

Over 
1  year 

Days 

1950-51 

76 

7 

7 

2 

1 

7 

7 

1951-52  

62 

8 

5 

9 

11 

5 

8 

1952-53  

61 

15 

8 

7 

5 

4 

10 

1953-54  

46 

16 

16 

13 

6 

3 

13 

1954-55  

60 

10 

10 

11 

4 

5 

14 

30 


ations.  It  mailed  statements  the  1st 
of  each  month  with  accounts  due 
upon  receipt  of  the  statement. 
For  accounts  that  came  due  be- 
tween statements,  a  letter  went 
out  calling  attention  to  the  account. 
If  accounts  were  not  paid  after 
receipt  of  the  letter  and  persisted 
in  remaining  delinquent,  a  second 
letter  informed  the  local  manager 
he  would  be  placed  on  a  cash  basis 
if  his  account  was  not  brought  up 
to  date.  A  cash  basis  was  then 
applied  if  the  local  did  not  take 
satisfactory  action. 

New  accounts  received  credit  for 
the  first  invoice  and  if  paid  on 
time  continued  to  receive  credit. 
Extension  of  credit  to  nonmembers 
was  left  to  the  discretion  of  the 
manager. 

Local  cooperatives  that  encoun- 
tered difficulties  and  owed  the 
wholesale  association  were  audited 
by  the  wholesale's  auditors  and  ef- 
forts were  made  to  keep  the  local 
open.  In  a  few  cases  a  consign- 
ment stock  of  feed  (under  con- 
tract) was  used  to  enable  locals 
to  maintain  adequate  stocks  of 
feed.  Settlements  were  on  a  weekly 
basis  for  sales  made  under  this 
system. 

Four  fieldmen  worked  full  time 
with  local  associations  on  manage- 
ment problems,  taking  orders  and 
often  helping  with  accounts  re- 
ceivable. Two  fieldmen,  in  addition, 
worked  with  the  hog,  turkey,  and 
broiler  producers.  These  men  were 
specialists  and  made  weekly  visits 
to  all  flocks  financed  by  the  asso- 
ciation. 

Cooperative  A-4  allowed  no  cash 
discounts  and  charged  no  interest 
on  accounts  receivable. 

This  regional  financed  some 
hogs  for  a  maximum  of  180  days. 
It  financed  the  supplements  and 
the  producer  furnished  pigs  and 


grain.  It  did  not  finance  the  pro- 
ducer direct;  instead,  the  local  co- 
operative was  financed  and  in 
turn,  financed  the  producer.  The 
local  took  a  chattel  mortgage  and 
any  other  security  available 
against  the  herd.  At  the  time  of 
this  survey,  no  losses  had  resulted 
from  hog  financing. 

The  regional  financed  2  of  the 
3  major  items  for  turkey  produc- 
ers— poults  and  commercial  feed 
or  commercial  feed  and  grain.  It 
also  financed  insurance  costs  of  5 
cents  a  bird.  The  association  fi- 
nanced direct  flocks  of  1,000  or 
more  birds.  The  local  cooperatives 
financed  smaller  flocks. 

Financing  costs  were  5  cents 
per  100  pounds  of  feed  or  grain. 
In  addition,  the  regional  or  the 
local  cooperative  took  a  chattel 
mortgage  on  the  flock  and  on  any 
additional  property.  The  regional 
did  not  share  losses  incurred  or 
gains  realized  by  the  producer. 

Cooperative  A-4  financed  broil- 
er producers  through  local  coop- 
eratives. The  producer  provided 
house,  fuel,  and  brooders  and  the 
local  association  financed  chicks, 
feed,  insurance,  and  other  sup- 
plies. The  local  held  a  chattel  mort- 
gage on  flocks  and  any  additional 
property  available.  Finance  charges 
amounted  to  5  cents  per  100 
pounds  of  feed.  The  producer  ab- 
sorbed losses  incurred  by  him 
alone. 

Cooperative  A-5 

Cooperative  A-5  is  a  regional 
purchasing  and  marketing  associa- 
tion supplying  87  locally  owned 
and  operated  associations. 

Annual  farm  supply  volume  for 
the  5-year  period,  1951-55,  aver- 
aged $55  million,  with  feed  rep- 
resenting 19  percent.  Credit 
experience  at  year's  end  is  sum- 
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Calendar 
year 

Age  of  accounts  receivable  as  percentage  of  total 

Total 
supply 
sales  in 
accounts 

1-30 
days 

31-90 
days 

91-180 
days 

Over 
6  months 

Days 

1951  

82 

13 

4 

i 

11 

1  Q£,9 

80 

13 

6 

i 

1 9 

1953  

82 

14 

2 

2 

12 

1954  

73 

19 

6 

2 

13 

1955  

71 

18 

7 

4 

16 

marized  in  the  accompanying  tabu- 
lation. Accounts  receivable  data 
include  only  that  portion  pertain- 
ing to  farm  supply  purchasing  op- 
erations. 

This  association  had  no  charge- 
offs  resulting  from  bad  debts  owed 
by  local  associations.  The  only  re- 
corded loss  during  the  life  of  the 
association  resulted  when  a  small 
locker  plant  failed  after  World 
War  II. 

The  regional  mailed  statements 
each  Friday  after  closing  out 
Thursday.  These  invoices  were 
due  by  10:00  a.m.  Tuesday  morn- 
ing of  the  following  week. 

Cooperative  A-5  charged  no  in- 
terest on  past  due  accounts.  It  re- 
quired local  associations  to  put  on 
deposit  cash  equal  to  1  week's 
average  purchases  for  the  previous 
year.  This  deposit  was  necessary 
for  the  local  to  receive  the  1  per- 
cent cash  discount  given  by  the 
wholesale  association. 

The  regional  did  not  hold  this 
deposit  intact,  but  applied  it  to 
the  current  invoice  as  billed.  On 
Tuesday  morning,  if  the  local  as- 
sociations did  not  have  credit  bal- 
ances, they  went  off  this  deposit 
plan  and  did  not  receive  the  cash 
discount  until  they  again  had  a 
credit  balance. 

The  wholesale  association  made 
advances  to  locals  for  grain  pur- 
chasing at  an  interest  rate  of  3 
percent.  This  provided  operating 


capital  for  the  locals  to  finance 
their  operations  until  grain  could 
be  moved.  Facility  loans  for  ex- 
pansion bore  4  percent  interest. 

The  wholesale  had  no  concrete 
credit  policy  covering  the  exten- 
sion of  credit  to  its  locals.  It  con- 
sidered each  case  on  its  own  merits. 
The  auditing  department  of  the 
wholesale  association  audited  local 
associations.  Thus  the  wholesale 
knew  the  financial  condition  of 
each  local  and  established  a  range 
of  credit. 

The  regional' s  treasurer  approv- 
ed amounts  within  the  established 
range.  If  the  local  associations  did 
not  cooperate  and  make  an  effort 
to  pay  their  accounts  and  stay 
within  the  limits  set,  the  regional 
placed  them  on  a  cash  basis  and 
they  had  to  submit  a  check  with  all 
orders  until  their  indebtedness  was 
paid. 

Chief  causes  of  financial  trouble 
of  local  associations  were  over  ex- 
pansion and  poor  management. 
When  a  local  association  encoun- 
tered financial  difficulty,  represen- 
tatives of  the  regional  association 
met  with  the  local's  management  to 
woi'k  out  a  program  that  would 
permit  the  local  to  continue  opera- 
tions. If  additional  capital  was 
needed,  arrangements  were  made 
for  the  local  to  borrow  from  the 
bank  for  cooperatives  in  its  dis- 
trict. If  the  difficulty  was  obtain- 
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ing  supplies,  the  regional  worked 
out  arrangements  for  furnishing 
needed  supplies  on  special  terms 
and  helped  the  local  to  get  in  a 
sound  financial  position. 

This  additional  work  was  done 
to  permit  the  local  association  to 
stay  in  business  under  local  con- 
trol rather  than  to  be  taken  over 
by  the  regional  wholesale  associa- 
tion. 

The  regional  did  not  endorse 
loans  obtained  from  the  bank  for 
cooperatives  by  the  locals.  Local 
associations  were  encouraged  to 
get  a  line  of  credit  established  and 
borrow  as  needed.  Equities  held 
by  locals  in  the  regional  were  not 
used  to  liquidate  old  accounts  be- 
cause the  regional  did  not  feel  this 
was  an  equitable  way  of  collect- 
ing. 

Cooperative  A-6 

This  is  a  regional  manufactur- 
ing and  wholesale  association  sup- 
plying about  300  locally  owned 
and  operated  associations. 

Annual  supply  sales  for  the  5- 
year  period,  1950-51  through  1954- 
55,  averaged  about  $25.9  million, 
with  9  percent  representing  feed 
volume. 

Credit  experience  at  year's  end 
is  summarized  in  the  accompany- 
ing tabulation.  There  were  no 
losses  during  the  period. 

Accounts  receivable  data  include 
primarily  receivables  resulting  from 
sales  to  member  cooperatives.  The 


regional  mailed  statements  every 
10  days  or  three  times  a  month.  It 
allowed  7  days  from  date  of  state- 
ment on  these  accounts.  If  paid 
within  this  period,  the  accounts 
were  eligible  for  a  cash  discount 
of  2  percent  on  steel  and  1  percent 
on  all  other  items  except  feed,  seed, 
and  twine.  These  three  items  re- 
ceived no  cash  discount. 

The  regional  made  all  sales  on 
credit.  It  considered  open  accounts 
as  cash  for  discount  purposes,  if 
they  were  paid  within  the  discount 
period  of  7  days  from  date  of 
statement. 

Many  items  had  special  terms 
in  the  slack  season  to  move  them 
from  the  warehouse  to  the  local 
cooperatives.  The  main  items  on 
this  list  were  fertilizer,  seed, 
grease,  and  antifreeze. 

In  the  event  that  locals  needed 
financing  to  take  advantage  of  the 
cash  discounts  allowed,  the  whole- 
sale association  used  trade  accept- 
ances on  certain  commodities 
bearing  interest  at  6  percent  a 
year  for  a  period  of  from  30  to 
120  days.  The  regional  discounted 
these  notes  with  a  credit  corpora- 
tion that  operated  independently 
of  the  cooperative.  In  emergencies 
the  wholesale  association  accepted 
notes  to  clear  up  old  accounts  thus 
enabling  the  local  to  go  on  a  cur- 
rent basis.  It  discounted  some  of 
these  notes  and  held  some. 

In  addition,  the  wholesale  asso- 
ciation accepted  "commodity"  notes 


Fiscal 
year 

Age  of  accounts  receivable  as  percentage  of  total 

Total 
supply 
sales  in 
accounts 

1-30 
days 

31-90 
days 

91-180 
days 

181  days- 
1  year 

Over 
1  year 

Days 

1950-51  

86 

12 

1 

1 

none 

16 

1951-52  

78 

16 

3 

3 

none 

16 

1952-53  

70 

24 

3 

3 

none 

19 

1953-54  

64 

31 

3 

none 

2 

28 

1954-55  

57 

35 

8 

none 

none 

22 

33 


in  payment  of  fertilizer,  seed,  and 
feed  invoices.  Interest  was  at  the 
rate  of  5  percent  a  year,  with  final 
due  date  not  later  than  December 
31.  Seventy-five  percent  of  these 
notes  were  discounted  with  the 
bank  for  cooperatives  in  that  dis- 
trict. 

The  wholesale  association  had  a 
spring  fertilizer  finance  program 
to  help  local  associations  finance 
fertilizer  sales  to  their  patrons. 
The  local  accepted  the  farmer's 
note  for  fertilizer  sold  in  the  fall 
or  winter  with  interest  at  the  rate 
of  7  percent  a  year  starting  May  1, 
and  final  due  date  not  later  than 
December  15.  These  notes  could  be 
discounted  100  percent  with  a 
credit  corporation  set  up  by  the 
regional,  and  the  regional  would 
absorb  or  pay  the  interest  on  the 
notes  up  to  May  1.  The  local  co- 
operative had  to  endorse  these 
notes  and  determine  if  chattel 
mortgages  were  needed  as  secur- 
ity. 

The  credit  corporation  was  or- 
ganized for  the  primary  purpose 
of  discounting  paper  for  the  locals. 
At  the  time  of  this  study  it  was 
discounting  farmers'  paper  for 
practically  anything  sold  on  con- 
ditional sales  contracts. 

This  wholesale  association  had 
never  resorted  to  legal  action 
against  local  associations  to  col- 
lect past  due  accounts.  The  only 
reason  for  which  it  would  discon- 


tinue credit  to  a  local  association 
was  when  the  account  was  past 
due  and  no  effort  was  being  made 
to  bring  it  up  to  date.  It  helped 
the  local  obtain  loans  and  member 
capital  and  get  in  a  financial  posi- 
tion that  would  permit  credit  pur- 
chases. 

The  credit  corporation  financed 
feed  operations.  The  feeder,  at  the 
time  of  purchase,  signed  a  note  at 
the  local  cooperative  store  that  was 
transmitted  to  the  credit  corpora- 
tion. The  store  in  return  received 
a  check.  The  store  took  a  note  for 
each  purchase,  and  the  patron  paid 
interest  on  each  individual  note. 

Nonmember  applicants  for  cred- 
it were  checked  with  Dun  and 
Bradstreet.  An  investigation,  if 
required,  took  about  3  days.  With 
this  information  as  a  guide,  credit 
approval  was  the  responsibility  of 
the  credit  manager. 

Cooperative  A-7 

Cooperative  A-7  is  a  regional 
manufacturing  and  wholesale  as- 
sociation regularly  supplying  about 
750  local  cooperatives  and  par- 
tially supplying  about  250  locals. 
The  entire  group  are  locally  owned 
and  operated. 

Annual  sales  for  the  5-year  per- 
iod, 1950-51  through  1954-55,  av- 
eraged about  $51.6  million,  with  6 
percent  representing  feed  volume. 

Credit  experience  at  year's  end 
is  summarized  in  the  accompany- 


Fiscal 
year 

Age  of  accounts  receivable  as  percentage  of  total 

Total 
supply 
sales  in 
accounts 

1-15 

days 

16-30 
days 

31-60 
days 

61-90 

days 

91  days- 
1  year 

Over 
1  year 

Days 

1950-51  

75 

9 

5 

2 

4 

5 

9 

1951-52  

78 

9 

4 

2 

3 

4 

9 

1952-53  

84 

8 

3 

1 

2 

2 

9 

1953-54  

85 

7 

1 

1 

4 

2 

9 

1954-55  

86 

8 

3 

2 

1 

none 

10 

34 


ing  tabulation.  There  were  no 
credit  losses  during  the  period. 

Cooperative  A-7  mailed  state- 
ments on  the  17th  and  the  2nd  of 
each  month.  Invoices  dated  from 
the  1st  to  the  15th  of  the  month 
were  due  and  payable  not  later 
than  the  20th  of  the  same  month. 
Invoices  dated  from  the  16th  to 
the  30th  were  due  and  payable  not 
later  than  the  5th  of  the  following 
month. 

An  account  over  30  days  of  age 
was  subject  to  interest  at  the  rate 
of  6  percent  a  year.  A  cash  dis- 
count of  1  percent  was  allowed  on 
most  items  providing  the  local  had 
its  account  on  a  current  basis.  This 
meant  that  all  invoices,  whether 
subject  to  discount  or  not,  were 
paid  in  accordance  with  the  above 
dates.  Discounts  were  based  upon 
the  invoice  date  and  not  the  actual 
receiving  date. 

When  a  local  association  became 
delinquent  a  fieldman  called  on  the 
manager  and  the  credit  depart- 
ment wrote  to  him.  This  visit  and 


letter  normally  brought  payment. 
The  local  managers  knew  if  their 
accounts  got  behind  they  would  re- 
ceive a  visit  and  a  letter  and  would 
have  to  pay  interest  if  their  ac- 
count ran  over  30  days.  It  was  the 
opinion  of  the  regional's  manager 
that  the  local  managers  did  not 
like  to  receive  visits  about  their 
accounts;  therefore,  in  most  in- 
stances they  kept  them  current. 
The  effectiveness  of  this  credit  pol- 
icy could  be  readily  seen  in  the 
percentage  of  accounts  receivable 
under  30  days  old. 

Before  the  regional  took  a  new 
account,  those  concerned  had  to 
submit  a  detailed  report  giving 
volume,  a  financial  statement,  and 
related  data  to  a  credit  committee 
for  review.  The  primary  concerns 
of  this  committee  were  whether  or 
not  the  regional  could  supply  the 
new  account  from  its  existing  fa- 
cilities, and  whether  or  not  the 
financial  condition  of  the  applicant 
would  warrant  extension  of  credit, 
as  all  sales  were  made  on  invoices. 


A  cooperative  sometimes  has  to  subtract  the  amount  of  an  overdue  account  from  the  patronage 

refund  due  the  farmer. 
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This  regional  worked  with  its 
locals,  helping  them  to  obtain  loans 
from  the  bank  for  cooperatives 
and  the  credit  union  to  enable 
them  to  pay  old  accounts  and  take 
advantage  of  discounts  offered. 

No  feeder  financing  was  done 
at  the  time  of  this  study  and  none 
was  anticipated  at  that  time. 

Cooperative  A-8 

This  regional  manufacturing 
and  wholesale  association  supplies 
354  locally  owned  and  operated 
member  associations  with  feed  and 
other  supplies.  It  was  organized 
by  the  managers  of  the  locals  to 
provide  a  reliable  source  of  sup- 
plies. These  managers  serve  as  di- 
rectors of  the  association  and  have 
a  genuine  concern  for  its  success. 

Annual  sales  volume  for  the  5- 
year  period,  1951-55,  averaged 
about  $6.8  million,  with  59  percent 
representing  feed.  Credit  experi- 
ence at  year's  end  is  summarized 
in  the  accompanying  tabulation. 

This  association  did  not  operate 
on  a  definite  credit  policy.  All  sales 
were  made  on  invoice  with  the  ex- 
ception of  those  to  one  local  asso- 
ciation that  was  on  a  cash  basis. 
These  accounts  were  given  30  days 
and  were  not  charged  interest  if 
they  became  past  due.  Some  deteri- 
oration of  the  accounts  was  evi- 
denced by  the  increased  age  for 
the  last  3  years  reviewed. 

The  regional  mailed  invoices  as 


soon  after  purchase  as  they  could 
be  prepared,  with  the  account  due 
upon  receipt  of  the  invoice.  Pa- 
tronage equities  in  the  wholesale 
were  applied  to  accounts  over  30 
days  old.  The  practice  was  to  noti- 
fy the  local  manager  that  his 
equity  check  would  be  mailed  when 
a  check  covering  the  amount  of  his 
account  was  received.  This  meth- 
od was  effective  in  collecting  old 
accounts  and  consequently  pro- 
tected the  regional  from  losses. 

Cooperative  A-8  did  not  main- 
tain reserves  for  bad  accounts 
since  past  experience  showed  this 
was  not  necessary.  This  associa- 
tion did  not  suffer  any  losses  for 
the  period  under  review. 

Granting  credit  was  the  respon- 
sibility of  the  regional's  general 
manager.  He  required  a  financial 
statement  before  approving  credit 
and  set  a  limit  based  on  the  past 
account-paying  experience  of  the 
local.  The  amount  of  equity  held 
by  the  local  in  the  regional  had  no 
effect  upon  the  amount  of  credit 
authorized. 

There  did  not  seem  to  be  any 
concern  about  the  accounts.  This 
was  attributed  to  the  loyalty  of 
the  local  associations  and  their 
past  experience  of  paying. 

Eight  fieldmen  covered  the  ter- 
ritory served,  with  their  primary 
function  being  service.  They  han- 
dled any  complaints  that  arose  but 
did  not  take  an  active  part  assist- 


Calendar 
year 

Age  of  accounts  receivable  as  percentage 

of  total 

Total 
supply 
sales  in 
accounts 

1-60 
days 

61-180 
days 

181  days- 
1  year 

Over 
1  year 

Da  ys 

1951  

94 

5 

1 

none 

7 

1952  

98 

2 

none 

none 

8 

1953  

95 

5 

none 

none 

10 

1954  

87 

12 

1 

none 

10 

86 

7 

6 

1 

9 

ing  local  managers  with  collecting 
accounts.  It  was  their  feeling  that 
this  would  adversely  affect  the 
standing  of  the  local  in  the  com- 
munity. 

The  association  did  not  offer 
any  advice  to  the  local  associations 
unless  requested.  It  felt  that  this 
practice  was  necessary  to  maintain 
the  independence  of  the  locals. 
But  when  problems  arose  and  as- 
sistance was  requested,  manage- 
ment assisted  in  any  way  possible. 

There  were  no  working  rela- 
tions between  the  wholesale  asso- 
sociation,  the  locals,  and  lending 
agencies.  However,  the  wholesale 
association  recommended  the  ser- 
vice of  the  bank  for  cooperatives, 
and  helped  the  local  obtain  a  loan 
from  this  agency  if  requested  to  do 
so. 

The  wholesale  did  no  livestock 
or  other  form  of  financing  nor  was 
any  anticipated. 

Cooperative  A-9 

Cooperative  A-9  is  a  manufac- 
turing association  supplying  about 
10  million  bags  of  feed  annually 
to  cooperatives  in  seven  States. 
Annual  sales  increased  from  $26.7 
million  in  1951  to  $36  million  in 
1955.  In  addition  to  feed  manu- 
facturing, this  association  was  a 
wholesale  source  of  seed  for  mem- 
ber cooperatives.  Seed  sales  rep- 
resented about  3  percent  of  vol- 
ume annually. 

Accounts  receivable  at  the 
year's  end  amounted  to  6  days' 
sales  for  each  of  the  years  from 
1951  through  1954,  but  increased 
to  10  days  in  1955.  These  ac- 
counts were  current  and  there  was 
no  concern  over  the  4  days'  in- 
crease. 

The  regional  made  its  sales  on 
invoice  and  the  locals  received  7 
days'  credit.  There  was  no  printed 


statement  of  credit  policy.  The 
manager  of  the  mill  and  the  man- 
agers of  the  cooperatives  that 
owned  the  mill  worked  out  the 
policy  under  which  they  operated. 
The  locals  understood  that  they 
were  to  pay  their  accounts  upon 
receipt  of  the  statement  that  was 
mailed  out  each  Thursday.  In  the 
event  an  association  let  its  account 
become  delinquent,  its  equities  in 
the  milling  association  were  ap- 
plied to  the  account.  This  practice 
alleviated  the  need  for  maintain- 
ing a  reserve  for  bad  accounts  and 
prevented  the  regional  from  suf- 
fering any  losses. 

Cooperative  A-9  did  not  open 
new  accounts  until  the  cooperatives 
applying  for  them  proved  financi- 
ally sound.  They  had  to  be  approv- 
ed by  the  manager  of  the  mill.  The 
mill  shipped  to  new  accounts  on 
shipper's  order  bills  of  lading  un- 
til the  purchasers  accumulated 
some  equity  and  established  their 
business.  The  locals  that  had  been 
purchasing  feed  for  some  time  had 
enough  equities  in  the  milling  as- 
sociation to  secure  any  indebted- 
ness they  had. 

The  regional's  management  felt 
it  was  more  economical  for  the  mill 
to  make  all  sales  on  credit  and 
send  out  a  statement  once  each 
week  than  it  was  to  require  cash 
for  each  sale  at  the  time  of  load- 
ing. Many  times  an  order  would 
be  changed  while  a  truck  was  en 
route  to  the  mill.  Also,  by  making 
sales  on  credit  the  truck  drivers 
didn't  have  to  handle  checks  and 
cash.  The  convenience  of  sending  a 
truck  to  the  mill,  or  sending  an 
order  and  receiving  shipment,  and 
paying  upon  receipt  of  statement 
was  a  service  the  locals  used  and 
were  not  abusing. 

Auditors  of  an  affiliated  associa- 
tion audited  the  locals  served  by 
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the  mill,  and  this  enabled  the  mill- 
ing association  to  know  the  finan- 
cial condition  of  their  accounts  at 
all  times. 

The  mill  gave  no  discounts  and 
charged  no  interest  on  accounts 
receivable. 

Cooperative  A-10 

This  regional  purchasing  and 
marketing  cooperative  supplies  82 
locally  owned  and  operated  asso- 
ciations with  feed,  fertilizer,  seed, 
and  miscellaneous  farm  supplies. 

Annual  sales  increased  from 
about  $59  million  in  1951  to  $69 
million  in  1955,  and  averaged 
about  $65  million  for  the  5-year 
period.  Feed  represented  some  18 
percent  of  total  supply  sales.  Cred- 
it experience  at  year's  end  is  sum- 
marized in  the  accompanying  tabu- 
lation. 

Accounts  receivable  data  include 
only  that  portion  pertaining  to  the 
supply  purchasing  operation.  Ac- 
counts charged  off  during  the  5 
years  totaled  one-tenth  of  1  per- 
cent of  total  sales. 

This  regional  gave  open  ac- 
counts a  maximum  of  14  days.  It 
mailed  statements  out  each  Friday 
with  the  account  becoming  due  the 
following  Tuesday.  It  reviewed  all 
accounts  weekly.  When  they  be- 
came past  due,  the  local  manager 
received  a  letter  reminding  him  of 
the  regional's  credit  policy  and 
emphasizing  if  the  account  became 


30  days  old  the  local  might  be 
placed  on  cash. 

When  the  account  became  30 
days  old,  the  regional' s  credit  man- 
ager held  a  conference  with  the 
district  supervisor  and  others  and 
decided  if  the  association  was  to 
be  placed  on  a  cash  basis.  If  the 
association  was  placed  on  cash,  a 
letter  was  sent  to  the  manager 
explaining  the  action. 

If  the  local  remained  on  cash 
for  60  days  without  liquidating  the 
old  account,  an  additional  charge 
of  10  percent  of  the  purchasing 
price  was  added  to  all  current  pur- 
chases and  applied  to  the  old  ac- 
count. If  the  account  was  not  read- 
ily liquidated,  the  regional  took  a 
mortgage  on  the  facilities  and 
worked  out  a  repayment  plan  with 
the  management  of  the  local. 

The  credit  policy  had  been 
changed  from  time  to  time  in  that 
more  items  were  appearing  on  the 
deferred  list  receiving  longer 
terms.  These  items  were  fertilizer, 
seed,  farm  machinery,  farm  chemi- 
cals, petroleum  products,  bulk  milk 
coolers,  and  miscellaneous  hard- 
ware. The  minimum  time  allowed 
on  deferred  items  was  60  days 
with  a  maximum  of  2  years.  These 
special  terms  were  given  to  move 
the  merchandise  out  of  the  ware- 
house to  the  local  cooperatives. 

Local  associations  that  didn't 
have  sufficient  operating  capital 
were  the   ones   that   posed  the 


Calendar 
year 

Age  of 

accounts  receivable  as  percentage 

of  total 

Total 
supply 
sales  in 
accounts 

1-30 
days 

31-60 
days 

Over 
60  days 

Deferred 

Day  8 

1951  

63 

7 

17 

13 

19 

1952  

53 

4 

21 

22 

21 

1953  

57 

5 

26 

12 

21 

1954  

54 

1 

2 

43 

26 

1955  

58 

1 

0 

41 

19 

38 


Some  cooperatives  arrange  tours  of  their  feed  manufacturing  plants.  This  helps  to  make  better 
informed  patrons,  just  as  careful  explanation  of  credit  policy  does. 


greatest  collection  problems.  Some 
of  these  obtained  operating  loans 
from  a  credit  subsidiary  of  a  State 
farm  organization.  In  addition, 
loans  were  obtained  from  local 
banks,  and  the  bank  for  coopera- 
tives. The  regional  worked  with 
the  locals  in  obtaining  these  loans, 
with  the  locals'  assets  serving  as 
security. 

The  regional  set  up  a  paper  or- 
ganization, Certified  Accounts  Ser- 
vice, to  assist  the  local  associations 
in  collecting  their  accounts.  It  pre- 
pared six  collection  letters  that  the 
locals  could  buy  for  5  cents  each. 
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The  local  sent  out  the  letters  and 
either  the  local  or  Certified  Ac- 
counts Service  received  replies,  de- 
pending on  the  stage  of  the 
account. 

The  regional's  legal  department 
would  not  handle  the  locals'  ac- 
counts because  of  lack  of  available 
time.  The  locals  thus  had  to  use 
outside  collection  agencies  or  at- 
torneys. 

The  regional  had  entered  in- 
to management  agreements  with 
about  20  locals.  This  was  done  up- 
on request  of  the  local's  board  of 
directors.  Under  this  agreement, 
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Age  of  accounts  receivable  as  percentage  of  total 


Under 
30  days 


57 

59 
59 
56 
51 


30-60 
days 


18 
16 
15 
9 
13 


61-90 
days 


Over 
90  days 


19 

19 
17 
30 
29 


the  regional  provided  management 
for  the  local  at  cost  including  sal- 
ary and  taxes. 

Group  B  —  Large  Retail  Regionals 

Cooperative  B-l 

This  general  farm  supply  asso- 
ciation operates  five  branch  stores 
and  a  feed  mill. 

Annual  sales  for  the  5-year  pe- 
riod, 1951-55,  averaged  $2.8  mil- 
lion, with  74  percent  representing 
feed  volume.  Supplies  were  also 
sold  to  a  number  of  agents.  These 
agents  were  farmers  who  bought 
in  carlots  and  operated  a  car-door 
business  for  neighbors  who  paid 
cash  at  time  of  purchase. 

Credit  experience  at  year's  end 
is  summarized  in  the  tabulation 
above. 

Accounts  charged  off  during  the 
period,  less  recoveries,  totaled 
$11,497.  This  was  equal  to  8  one- 
hundredths  of  1  percent  of  total 
sales.  Total  volume  was  represent- 
ed by  60  percent  cash  and  40  per- 
cent credit  transactions. 

Basically  this  regional's  policy 
was  cash  with  courtesy  credit  ex- 
tended for  a  period  not  to  exceed 
30  days.  This  credit  carried  a 
charge  of  2  percent  that  was  de- 
ducted if  the  account  was  paid 
before  statements  were  mailed  on 
the  20th  of  the  month. 

Credit  could  be  extended  by 
store  managers  and  fieldmen  to 
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old  established  patrons.  New  pa- 
trons had  to  fill  out  an  application 
and  clear  it  through  the  regional's 
credit  manager. 

This  cooperative  also  extended 
credit  to  nonfarm  patrons  for  a 
period  of  30  days.  This  group  pre- 
dominantly comprised  contractors 
operating  in  the  area.  For  credit, 
each  nonfarm  patron  submitted  an 
application  to  the  regional's  credit 
manager.  Upon  completion  of  a 
favorable  investigation,  the  credit 
manager  approved  and  set  a  limit 
on  the  amount  of  credit  to  be  ex- 
tended. When  this  amount  was 
reached  or  when  an  account  be- 
came 30  days  old,  the  regional  dis- 
continued credit  and  placed  the 
patron  on  a  cash  basis.  To  avoid 
losses  the  association  could  file  a 
claim  within  60  days  from  the  date 
of  sale  with  the  State  Public 
Works  Commission  and  the  amount 
of  the  account  was  withheld  when 
payments  were  made  to  the  con- 
tractors. This  practice  enabled  the 
cooperative  to  avoid  losses  that 
previously  occurred. 

When  an  account  became  30 
days  old,  the  cooperative  sent  a 
reminder  calling  the  patron's  at- 
tention to  the  delinquency  and  re- 
questing payment.  If  this  did  not 
bring  results,  the  cooperative  sent 
a  representative  to  the  farm  to 
determine  its  resources  and  to  get 
the  patron  to  sign  a  note.  This  note 
was  an  acknowledgment  of  the  in- 


clebtedness  and  if  it  was  not  paid 
when  due,  legal  action  could  be 
taken. 

The  association  had  five  field- 
men  serving  as  salesmen,  collec- 
tors, contact  men,  and  servicemen. 
They  worked  with  commercial  egg 
flock  owners,  assisting  in  vaccina- 
tions and  rendering  other  services 
where  needed.  These  fieldmen  as- 
sisted the  farmer-agents  by  re- 
viewing their  accounts  receivable 
and  the  managers  of  branch  stores 
by  helping  with  their  collections. 
When  they  failed  to  collect  an  ac- 
count, it  was  turned  over  to  the 
cooperative's  credit  manager  for 
further  action. 

The  credit  manager  encouraged 
prospective  credit  patrons  to  use 
established  lending  agencies  such 
as  local  banks  and  production  cred- 
it associations.  The  cooperative, 
however,  did  not  assist  the  patron 
in  obtaining  a  loan. 

No  type  of  poultry  financing 
was  done  by  this  association,  but 
it  had  patrons  who  were  broiler 
producers  and  flock  owners.  The 
manager  felt  he  could  secure  a 
substantial  increase  in  volume  by 
financing  these  producers,  but  did 
not  anticipate  doing  so  at  the  time 
of  this  study. 

Cooperative  B-2 

Cooperative  B-2  is  a  centralized 
farm  supply  association  operating 
about  21  service  stores. 


Annual  sales  for  the  5 -year  pe- 
riod, 1950-51  through  1954-55,  av- 
eraged $6  million,  with  12  percent 
representing  feed  volume.  In  addi- 
tion to  the  farm  supply  operation, 
the  regional  operated  broiler  pro- 
cessing and  egg-packing  plants 
plus  a  hatchery  that  used  eggs 
from  local  hatching  flocks.  It  also 
marketed  tobacco. 

Credit  experience  at  year's  end 
is  summarized  in  the  accompany- 
ing tabulation. 

Accounts  charged  off  during  the 
5-year  period  totaled  $93,668.  Re- 
coveries of  $22,405  left  a  net  loss 
of  $71,263.  This  equaled  two- 
tenths  of  1  percent  of  total  sales 
for  the  5 -year  period. 

The  general  credit  policy  was  to 
grant  open  account  credit  to  ap- 
proved patrons,  for  30  days,  due 
and  payable  on  or  before  the  10th 
of  the  following  month.  Interest  on 
past  due  accounts  was  charged  at 
the  rate  of  6  percent.  Dairymen 
and  produce  growers  were  eligible 
for  "Special  Accounts"  for  a  pe- 
riod of  60  to  90  days.  These  special 
accounts  carried  no  interest 
charges  unless  they  became  past 
due. 

In  cases  of  disaster  or  crop  fail- 
ures the  cooperatives  took  a  note 
and  chattel  mortgage  for  a  year  to 
see  the  farmer  through.  These 
notes  carried  6  percent  interest. 

At  the  time  the  patron  request- 
ed credit,  the  store  manager  filled 


Fiscal 
year 

Age  of 

accounts  receivable  as  percentage 

of  total 

Total 
supply 
sales  in 
accounts 

1-30 

days 

31-60 

days 

61-90 
days 

Over  90 
days 

Days 

1950-51  , 

55 

20 

8 

17 

30 

1951-52  

58 

23 

11 

8 

25 

1952-53  

64 

17 

8 

11 

22 

1953-54  , 

64 

19 

11 

6 

22 

1954-55 

67 

13 

7 

13 

17 
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out  an  application  and  took  perti- 
nent information  for  credit  investi- 
gation. He  also  explained  the 
credit  policy  so  the  patron  had  a 
clear  understanding  of  terms  and 
due  dates.  The  store  manager  then 
conducted  a  local  investigation, 
and  if  findings  warranted  he  ex- 
tended credit  for  one  sale  without 
approval.  After  the  credit  investi- 
gation was  completed,  the  man- 
ager forwarded  the  application 
with  his  recommendations  to  the 
regional's  office  for  final  action  by 
a  credit  committee.  This  commit- 
tee set  a  limit  on  the  amount  of 
credit  a  patron  could  have;  and 
when  this  amount  was  reached, 
credit  was  discontinued  unless  the 
patron  filed  for  and  received  an 
extension. 

The  regional  sent  out  statements 
the  30th  of  each  month,  and  ac- 
counts were  due  upon  receipt  of 
statement.  In  cases  of  delinquent 
accounts,  a  sticker  attached  to  the 
statement  called  the  patron's  at- 
tention to  the  condition  and  re- 
quested payment.  If  the  account 
had  not  been  paid  by  the  time  the 
next  statement  went  out,  another 


Most  supply  cooperatives  keep  up-to-date  files 

on  all  past  due  accounts. 


sticker  was  attached  saying  the  ac- 
count had  to  be  taken  care  of  im- 
mediately. 

The  use  of  stickers  brought  two 
types  of  results.  Some  patrons  paid 
their  accounts  while  others  threat- 
ened to  quit  buying  and  some  did 
quit. 

Branch  stores  sent  sales  tickets 
to  the  regional's  office,  where  they 
were  posted  daily.  Each  week  the 
board  reviewed  accounts  that  were 
delinquent,  those  for  renewal,  and 
new  accounts. 

When  an  account  became  past 
due,  the  regional  tried  to  get  a 
chattel  mortgage.  Then,  if  the 
mortgage  note  was  not  paid  when 
it  became  due,  the  regional  took 
legal  action  within  90  days. 

Branch  managers  received  a 
bonus  of  10  percent  of  net  mar- 
gins. Before  the  bonus  was  figured, 
however,  all  past  due  accounts 
were  deducted.  This  practice  was 
likely  to  cause  managers  to  control 
credit  somewhat  because  they 
knew  they  would  lose  the  bonus 
and  become  subject  to  discharge  if 
violation  of  the  credit  policy  con- 
tinued. 

When  an  account  had  stayed  on 
the  books  for  1  year,  legal  action 
was  taken  and  if  unsuccessful  the 
account  was  written  off  as  a  bad 
debt.  An  attorney  was  retained  to 
handle  all  legal  matters  when  court 
action  was  necessary. 

The  regional  applied  patron 
equities  to  old  accounts  before 
legal  action  was  taken  and  in  some 
instances  applied  returns  from 
marketing  against  accounts  after 
arrangements  were  made  with  pa- 
trons. 

Cooperative  B-2  did  not  allow 
cash  discounts  but  did  give  vol- 
ume discounts.  During  the  season 
it  gave  a  10  percent  discount  on 
fertilizer  shipped  direct  from  the 
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plant  to  the  farm.  Dairymen  re- 
ceived a  discount  of  $3  a  ton  on 
feed  purchased  through  the  stores, 
while  poultrymen  received  $2  a 
ton  discount  through  the  stores 
and  $4  a  ton  if  they  bought  in 
carlots.  The  delivered  price  was 
list  to  both  dairymen  and  poultry- 
men. 

This  association  financed  broiler 
producers  and  marketed  the  birds 
after  processing  them  in  its  pro- 
cessing plant.  The  association  fur- 
nished the  baby  chicks,  feed,  and 
medication  while  producers  fur- 
nished housing  and  other  essen- 
tials. The  regional  picked  up  the 
broilers  and  paid  the  producer 
market  price  after  deducting  costs. 
Any  losses  were  absorbed  by  the 
regional,  not  the  producer. 

For  hatching  and  commercial 
egg  producers,  the  association  fur- 
nished pullets,  feed,  medication, 
and  supervision.  It  marketed  the 
eggs  and  paid  the  producer  on  a 
sliding  scale  per  dozen  basis  less 
2  cents  a  dozen  for  supervision. 

Cooperative  B-3 

This  is  a  centralized  organiza- 
tion operating  some  40  branches 
and  serving  about  40,000  members. 
Some  two-thirds  of  its  sales  total 
represents  feed.  The  remainder  is 
made  up  of  petroleum  products, 
general  farm  supplies,  fertilizer, 
and  farm  chemical  products. 

Sales  increased  from  about  $25 
million  in  1951  to  $31  million  in 
1955.  Credit  experience  at  year's 
end  is  summarized  in  the  accom- 
panying tabulation. 

Accounts  were  not  aged  but  all 
past  due  ones  were  regularly  fol- 
lowed up.  Accounts  charged  off 
during  the  5-year  period,  1951-55, 
amounted  to  $382,000  on  sales  of 
$137  million.  Recoveries  of  $81,- 
000  left  a  net  loss  of  $301,000, 


V~/Cwdl  lid  X 

year 

Total  supply 
Scilcs  ch&r^od 
as  percent 
of  total 

Total  supply 
sales  in 
accounts 

Daya 

1951  

62 

26 

1952  

67 

35 

1953  

73 

28 

1954  

79 

38 

1955  

80 
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which  was  two-tenths  of  1  percent 
of  total  sales  or  three-tenths  of  1 
percent  of  charge  sales. 

The  general  policy  was  30  days 
credit  on  approved  accounts.  Co- 
operative B-3  grouped  its  accounts 
alphabetically  and  mailed  state- 
ments the  5th,  15th,  or  25th  of 
each  month  covering  purchases  to 
those  dates.  Payments  were  due 
15  days  later.  If  not  paid  within 
30  days  from  date  of  the  state- 
ment, the  account  was  placed  on  a 
C.O.D.  basis  unless  the  patron 
made  satisfactory  arrangements. 
Also,  after  30  days,  a  service 
charge  of  1  percent  a  month  was 
added.  Collections  from  this  source 
for  the  5-year  period,  1951-55, 
amounted  to  nearly  $500,000.  This 
exceeded  the  amount  charged  off, 
but  did  not  offset  accounting  and 
other  costs  of  credit. 

Branch  managers  took  credit  ap- 
plications and  the  regional  accept- 
ed their  approval.  The  local  branch 
offices  kept  the  applications.  Credit 
bureau  information  used  regu- 
larly proved  generally  satisfac- 
tory. Three  men  from  the  central 
office  worked  with  the  branches 
on  credit  matters.  Many  of  the  ac- 
counts were  secured  by  association 
certificates  of  equity  deposited 
with  the  local  managers. 

Minor  or  occasional  patrons 
whose  monthly  volumes  were  less 
than  $25  were  kept  on  a  cash 
basis. 
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This  cooperative  urged  its  pa- 
trons to  use  regular  credit  agen- 
cies, but  comparatively  few  did  be- 
cause it  was  much  more  conveni- 
ent to  "charge  it."  The  association 
considered  cash  discounts  but  it 
seemed  too  difficult  to  apply  them 
on  an  equitable  basis.  For  instance, 
questions  posed  were:  How  about 
the  member  whose  purchases  are 
fully  secured  by  certificates  of 
equity,  or  the  petroleum  customer 
who  was  not  at  home  when  his 
tank  was  filled? 

This  regional  approved  agricul- 
tural production  type  of  accounts 
on  a  seasonal  basis  subject  to  ap- 
propriate limitations.  It  financed 
broilers  for  100  percent  of  feed 
costs.  Chicks  were  included  if  the 
regional  arranged  their  purchase. 
This  program  provided  for  a  dis- 
count on  chick  costs  for  the  grow- 
er and  gave  the  regional  title  to 
the  broilers  without  getting  a  chat- 
tel mortgage. 

Cooperative  B-3  financed  layer 
replacements  or  increases  over  an 
18-month  period  on  the  basis  of 
schedules  that  balanced  monthly 
feed  costs  against  egg  production. 
On  these  seasonal  accounts,  the  co- 
operative charged  interest  at  one- 
half  of  1  percent  a  month  on  pay- 
ments 30  days  past  due.  After  the 
contract  matured,  interest  increas- 
ed at  the  rate  of  1  percent  a 
month. 

This   regional  financed  equip- 


ment items  on  conditional  sales 
contracts.  The  general  terms  re- 
quired a  down  payment  of  25  per- 
cent of  the  price  of  the  item,  plus 
sales  tax  and  delivery  charges.  In 
addition,  there  was  a  service 
charge  of  $2  on  each  contract  and 
interest  at  one-half  of  1  percent  a 
month  on  the  original  unpaid  bal- 
ance for  the  number  of  months  the 
contract  ran.  These  contracts  usu- 
ally ran  for  12  or  18  months.  The 
regional  financed  smaller  equip- 
ment items  on  the  basis  of  from 
4  to  8  months. 

Lists  of  all  past  due  accounts 
went  to  the  branch  managers  each 
month.  They  were  primarily  re- 
sponsible for  collection,  with  three 
fieldmen  to  help.  Some  of  the 
branches  used  form  letters  to  a 
limited  extent  but  mainly  depended 
on  personal  letters,  phone  calls,  or 
individual  contacts.  When  these 
failed,  the  branch  managers  some- 
times turned  small  accounts  over 
to  collection  agencies. 

Each  branch  had  a  visible  file 
of  its  accounts  signaled  by  color 
into  four  classes: 

Green — approved  monthly  ac- 
counts. 

Yellow — approved,  with  specific 
limits  as  to  time  or  amount. 

Red— cash  or  C.O.D. 

Black — secured  seasonal  ac- 
counts, with  terms  and  limitations 
listed. 

On   accounts   moderately  past 


Fiscal 
year 

Supply  sales 
charged  as 
percentage 
of  total 

Age  of  accounts  receivable  as  percentage  of  total 

Total 
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days 

61-90 
days 
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days 

Days 

1950-51  

67 

73 

14 

3 

10 

16 

1951-52  

66 

66 

21 

5 

8 

17 

1952-53  

63 

62 

20 

5 

13 

17 

1953-54  

84 

58 

17 

8 

17 

21 

1954-55  

63 

56 

17 

8 

19 

18 
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due,  the  regional  instructed  its 
branch  managers  not  to  suggest  or 
threaten  action,  but  to  help  the 
member  by  offering  suggestions 
for  improving  operations  or  for 
financing  methods  that  would  help 
him  keep  his  accounts  current. 

Cooperative  B-4 

Cooperative  B-4  is  a  general 
farm  supply  association  operating 
some  25  branch  stores. 

Annual  sales  for  the  5 -year  pe- 
riod, 1950-51  through  1954-55,  av- 
eraged $10  million  with  70  percent 
representing  feed  volume.  Credit 
experience  at  year's  end  is  sum- 
marized in  the  tabulation  on  the 
preceding  page. 

Accounts  charged  off  during  the 
5-year  period  totaled  $36,393.  Re- 
coveries of  $16,344  left  a  net  loss 
of  $20,049.  This  equaled  37  one- 
thousandths  of  1  percent  of  total 
sales,  or  55  one-thousandths  of  1 
percent  of  charge  sales  for  the  5 
years.  While  losses  were  quite 
small,  the  progressive  deteriora- 
tion in  age  of  the  accounts  receiv- 
able was  quite  noticeable. 

When  the  percentage  of  credit 
sales  mounted  rapidly  in  1954,  the 
discount  policies  were  changed. 
This  had  a  favorable  effect  on  in- 
creasing the  proportion  of  cash 
sales. 

Cooperative  B-4  priced  its 
feeds  on  a  credit  and  delivered 
basis.  It  allowed  $2  a  ton  for  cash 
and  an  additional  $2  for  feed  pick- 
ed up  at  the  stores.  It  also  offered 
a  volume  discount  of  $2  a  ton  for 
lots  of  5  tons  or  more.  The  dis- 
count for  bulk  feed  was  $8  a  ton 
delivered  on  credit,  or  $10  a  ton 
delivered  C.O.D.  The  association 
also  offered  "bag-bulk  delivery"  at 
a  discount  of  $3  a  ton  delivered 
with  an  additional  $2  for  cash  or 
payment  on  delivery.  One  advan- 


tage of  this  "bag-bulk"  system  was 
that  exact  weights  could  more 
readily  be  loaded;  hence  orders 
could  be  paid  for  at  the  time  sales 
were  made. 

The  cooperative  sold  major 
equipment  and  appliances  on  con- 
ditional sales  contracts  with  one- 
third  down  and  the  remainder  in 
12  monthly  installments  on  pur- 
chases under  $1,000  and  18  install- 
ments on  purchases  over  that 
amount.  The  general  credit  policy 
was  that  all  accounts  were  due  on 
the  1st  of  the  month  and  payable 
not  later  than  the  10th  of  the 
month  following  purchase.  This 
policy  was  prominently  displayed 
on  printed  cards  available  at  the 
branch  stores.  It  was  also  men- 
tioned frequently  in  the  associa- 
tion's monthly  membership  maga- 
zine and  in  other  advertising.  The 
regional  instructed  branch  man- 
agers not  to  extend  further  credit 
to  those  having  any  delinquent  ac- 
counts. 

The  cooperative's  main  office  ap- 
proved new  accounts  but  local 
branch  managers  could  give  credit 
for  a  moderate  amount  to  new 
customers  before  approval,  if  they 
had  reasonable  assurance  the  cred- 
it of  the  patron  was  good. 

The  association  was  a  member 
of  credit  bureaus  in  the  two  towns 
of  its  area  where  these  were  avail- 
able. It  consulted  banks  and  other 
businessmen  freely  and  examined 
mortgage  records  when  this  was 
appropriate. 

Branch  managers  sent  regular 
statements  out  to  all  patrons  short- 
ly after  the  1st  of  each  month.  On 
the  10th  of  the  month  the  manager 
made  an  analysis  of  his  accounts 
and  sent  notices  to  all  those  delin- 
quent. Following  this  the  main  of- 
fice took  over  and  sent  collection 
letters.   Form   letters  had  been 
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Calendar 
year 

Age  of  accounts  receivable  as  percentage  of  total 

Total 
supply 
sales  in 
accounts 

Under 
30  days 

30-60 
days 

Over 
60  days 

Days 

1951  

87 

13 

none 

19 

1952 

81 

19 

none 

18 

1953  

78 

16 

6 

13 

1954  

76 

19 

5 

18 

1955  

75 

20 

5 

18 

abandoned  and  all  collection  letters 
were  on  a  personal  basis.  If  these 
letters  and  usually  some  personal 
visits  did  not  result  in  collection, 
the  account  was  given  to  an  at- 
torney in  the  area  of  the  local 
store. 

Competition  was  said  not  to  be 
a  factor  in  determining  credit  poli- 
cies. No  broiler  or  similar  financ- 
ing was  done  and  there  was  no 
intention  of  getting  into  this  field 
at  the  time  this  study  was  made. 

Cooperative  B-5 

Average  annual  volume  of  this 
association  for  the  5-year  period, 
1951-55,  was  approximately  $30 
million.  Feed  accounted  for  90  per- 
cent of  supplies  provided.  The  as- 
sociation operated  six  feed  mills 
and  distributed  feed  and  other 
farm  supplies  through  about  50 
branches.  Credit  experience  at 
year's  end  is  summarized  in  the 
tabulation  at  the  top  of  the  page. 

For  the  first  2  of  these  5  years, 
accounts  were  classified  into  only 
two  groups  so  that  the  30  to  60 
days  past  due  group  really  includ- 
ed everything  over  30  days  and 
past  due.  While  the  number  of 
days'  sales  in  accounts  receivable 
did  not  increase,  a  steady  increase 
in  the  age  of  accounts  was  notice- 
able. Net  loss  over  the  period 
amounted  to  1  one-hundredth  of 
1  percent  of  total  supply  sales. 

Credit  terms  were  30  days  from 


date  of  invoice.  Branch  managers 
usually  mailed  statements  each 
month  but  often  did  not  send  them 
to  regular  customers  with  prompt 
payment  records.  There  were  no 
cash  discounts. 

Branch  managers  had  an  appli- 
cant for  credit  fill  out  a  short  form. 
This  went  to  the  central  office  for 
approval  and  came  back  to  the 
branch  where  it  was  kept  on  file. 
Branches  sent  lists  of  past  due 
accounts  to  the  central  office  twice 
each  month.  The  cooperative's 
credit  manager  visited  each  branch 
at  least  once  a  month. 

When  collection  effort  became 
necessary,  the  branch  manager 
made  the  first  contact  by  letter, 
phone,  or  personal  visit.  If  his 
efforts  were  not  effective,  the  cred- 
it manager  sent  a  personal  letter 
from  the  central  office.  The  next 
step  was  usually  a  letter  from  an 
outside  local  attorney.  After  that 
the  cooperative  filed  suit  or  turned 
the  account  over  to  a  collection 
agency.  Some  15  or  20  delinquents 
a  year  received  warning  of  legal 
action,  but  such  action  seldom  be- 
came necessary. 

The  association  sponsored  a 
credit  union  which  had  over  $1 
million  in  assets  and  also  over  $1 
million  in  loans.  Membership  was 
made  up  of  both  employees  and 
association  members.  When  mem- 
bers of  the  association  requested 
credit  beyond  the  usual  30-day  feed 
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requirements,  they  were  referred 
to  the  credit  union.  Also,  when 
feed  buyers  got  into  difficulty,  they 
were  turned  over  to  the  credit 
union  with  the  guaranty  of  the 
association.  The  credit  union  re- 
ceived an  assignment  of  all  re- 
funds due  such  buyers  from  the 
association.  This  plan  was  very 
successful  in  working  out  ac- 
counts, and  the  association  had  to 
make  good  only  a  nominal  amount 
under  its  guaranty. 

Broiler  and  turkey  loans  were 
payable  on  sale  of  each  flock.  Lay- 
ing flock  loans  required  monthly 
payments  after  6  months.  Loans 
were  not  confined  to  association 
business  but  were  also  made  on 
minor  equipment,  automobiles,  and 
pickup  trucks,  but  not  on  most 
farm  equipment  or  furniture.  At 
least  half  of  these  loans  were  to 
be  repaid  within  1  year. 

This  association's  scale  of  inter- 
est charges  was  as  follows: 

Poultry  and  turkey 

mortgages    y2    of   1   percent  a 

month  on  the  un- 
paid balance. 

Bulk  feed  bins,  egg  clean- 
ers, and  the  like: 

With  one- third  down.  y2   of   1   percent  a 
month. 

No  down  payment  .  .     1  percent  a  month. 

Unsecured    1  percent  a  month. 

Cosigner  loans  — 

employees  only    %  of  1  percent  a 

month. 

Automobiles  and  trucks  .  .   %  of  1  percent  a 
month. 

Stocks  and  life  insurance.     6  percent  a  year. 
Association  feed  patronage 

dividends    6  percent  a  year. 

Association   certificates    .  .     6  percent  a  year. 
Credit  union  shares    1  percent  over  pre- 

vious dividend. 


In  its  20  years  of  operation,  the 
credit  union  had  made  nearly  $9 
million  in  loans  and  had  a  net  loss 
of  only  $120.  Some  paper  was  re- 
discounted  with  the  Federal  Inter- 
mediate Credit  Bank.  Cooperative 
B-5  had  an  authorized  deposit  of 
$250,000  with  the  credit  union 
with  $90,000  already  made. 

Key  officers  of  the  credit  union 
were  employees  of  the  regional  as- 
sociation. Branch  managers  ac- 
cepted deposits  and  loan  payments 
for  the  credit  union  and  most  of 
the  transactions  occurred  through 
them.  They  maintained  subsidiary 
ledgers  so  they  knew  how  these 
accounts  stood  at  all  times. 

The  credit  union  had  paid  divi- 
dends of  4  percent  for  several 
years.  The  relationship  of  the  as- 
sociation and  the  credit  union  were 
helpful  to  both  organizations  and 
to  their  members. 

Cooperative  6-6 

Annual  sales  volume  of  this  as- 
sociation ran  over  $14  million  for 
the  5-year  period,  1951-52  through 
1955-56.  Of  this  volume  97  per- 
cent was  feed  and  the  remainder 
was  various  poultry  equipment 
and  supplies.  Cooperative  B-6  op- 
erated 6  feed  mills  to  serve  ap- 
proximately 2,000  active  members 
through  8  branches  and  1  agency. 
Credit  experience  at  year's  end  is 
summarized  in  the  accompanying 
tabulation. 


Fiscal 
year 

Age  of  accounts 

receivable  as  percentage  of  total 

Total 

supply 
sales  in 
accounts 

Under 
30  days 

30-60 
days 

Over 
60  days 

Days 

1951-52   

95 

3 

2 

10 

1952-53  

93 

4 

3 

9 

1953-54  

96 

2 

2 

10 

1954-55  

95 

3 

2 

10 

1955-56  

99 

1 

none 

10 
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The  age  classification  of  ac- 
counts receivable  at  the  end  of  the 
year  1955-56  expressed  in  dollars, 
as  a  percent  of  the  total,  show  how 
well  they  were  handled: 

Age  Amount  Percent 

Under  15  days    $391,011  90 

15  to  30  days    36,146  9 

31  to  60  days    3,395  1 

Over  60  days    281  none 

Total    $430,833  100 

This  cooperative  combined  its 
losses  on  feed  accounts  with  those 
on  egg  sales.  The  total  for  the  5 
years  was  about  $12,000,  with 
nearly  all  the  loss  resulting  from 
egg  sales. 

The  credit  limit  was  the  dollar 
value  of  a  2-week  supply  of  feed 
for  a  member's  flock.  This  covered 
both  feed  and  any  other  farm  sup- 
plies purchased. 

Members  desiring  credit  had  to 
make  formal  application.  The 
branch  manager  then  visited  the 
farm  and  made  a  report  which  he 
sent  in  to  the  regional's  main  office 
with  the  application.  The  associa- 
tion did  not  take  into  account  its 
members'  equities  in  granting 
credit. 

Cooperative  B-6  supplied  feed 
for  some  turkey  flocks  on  this 
same  basis.  The  association  rea- 
lized it  could  obtain  much  more  of 
this  type  business  by  liberalizing 
credit  but  preferred  not  to  assume 
this  extra  responsibility.  Broiler 
production  was  a  small  factor  in 
this  area. 

Production  credit  associations 
and  many  local  banks  in  the  area 
recognized  egg  production  as  a 
sound  and  stable  operation  and 
were  ready  to  finance  worthy  op- 
erators on  favorable  terms.  They 
looked  with  less  favor  on  broiler 
and  turkey  financing. 

This  cooperative  allowed  a  cash 
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discount  of  $1  a  ton  if  the  account 
was  paid  within  14  days  from  date 
of  invoice  and  provided  the  mem- 
ber had  no  other  unpaid  balance. 
About  90  percent  of  sales  took  ad- 
vantage of  this  discount.  Each  in- 
voice carried  a  statement  of  the 
amount  of  the  discount  and  the 
date  to  which  it  was  effective.  The 
discount  date  was  observed  strictly. 

The  cooperative  promptly  put 
members  on  a  cash  basis  as  soon 
as  their  account  went  past  30  days. 
They  remained  on  a  cash  basis  un- 
til the  account  was  paid  in  full, 
and  during  this  time  they  did  not 
receive  any  cash  discount. 

Where  branch  managers  and 
fieldmen  explained  credit  policies 
to  new  members  on  a  positive 
rather  than  an  apologetic  basis, 
they  were  well  received.  Of  course 
a  member  occasionally  gave  a  bad 
check.  On  the  first  occasion,  the 
member  received  a  warning.  If  a 
second  bad  check  came  through, 
the  member  was  immediately  put 
on  a  cash  basis  and  kept  there. 

Collections  were  largely  left  to 
the  branch  managers.  It  was  sel- 
dom necessary  for  the  regional  to 
take  or  even  to  threaten  legal  ac- 
tion. 

Cooperative  B-7 

Annual  production  supply  sales 
of  this  association  averaged  over 
$7  million  for  the  5  years,  1951- 
55.  Most  of  this  business  was  feed 
distributed  through  some  30 
branches.  Branches  sent  weekly 
reports  to  the  main  office  where 
accounts  were  kept.  Credit  experi- 
ence at  year's  end  is  summarized 
in  the  tabulation  on  next  page.  A 
record  of  accounts  by  age  was  not 
available  for  years  prior  to  1954. 

Total  net  charged  off  for  the 
5-year  period  was  $15,827,  which 


Calendar 
year 

Age  of  accounts  receivable  as  percentage  of 

total 

Total 
supply 
sales  in 
account* 

1-30 
days 

31-90 
days 

91-180 
days 

181  dayu- 
1  year 

Over 
1  year 

Days 

1951  

(1) 

(1) 

(1) 

(1) 

(1) 

43 

1952  

(1) 

(1) 

(1) 

(1) 

(1) 

39 

1953  

(1) 

(1) 

(1) 

(1) 

(1) 

42 

1954  

52 

28 

11 

6 

3 

78 

1955  

67 

18 

10 

4 

1 

60 

1  Data  not  available. 


was  equal  to  44  one-thousandths 
of  1  percent  of  total  sales. 

The  accounts  receivable  shown  for 
1954  and  1955  were  large  because 
of  difficulty  encountered  with  some 
large  turkey  accounts.  It  appeared 
that  these  would  work  out  satis- 
factorily. 

This  cooperative  sent  out  state- 
ments of  account  about  the  15th 
of  each  month  for  the  previous 
month,  if  the  account  had  not  been 
paid  by  that  time.  It  added  inter- 
est at  6  percent  a  year  if  accounts 
were  not  paid  within  30  days. 
However,  it  did  not  usually  charge 
interest  on  accounts  paid  a  few 
days  after  that  date,  with  the  re- 
sult that  interest  charges  were 
actually  collected  on  about  80  per- 
cent of  such  accounts. 

For  2  months  out  of  every  3, 
the  regional  sent  the  statements 
to  branch  managers,  who  were  ex- 
pected to  follow  up  on  collections. 
Each  third  month,  the  statement 
went  direct  to  the  patron,  partly 
as  a  check  on  any  discrepancies. 
Most  accounts  were  paid  by  de- 
ductions made  from  egg  or  poultry 
receipts  since  the  association  also 
marketed  these  products. 

Feed  provided  for  approved 
turkey  flocks  was  payable  when 
the  turkeys  were  sold.  Feed  for 
raising  pullets  was  sold  on  a  1- 
year  basis,  and  these  accounts  were 
usually  liquidated  from  egg  sales. 


For  broilers,  the  cooperative  finan- 
ced the  cost  of  chicks  and  up  to 
50  cents  a  bird  for  feed,  payable 
on  sale  of  the  flock.  On  these  ad- 
vances, the  association  regularly 
obtained  chattel  mortgages.  If 
there  was  a  carryover,  it  took 
mortgages  on  other  property. 

Cooperative  B-7  sold  some 
equipment  and  appliances  on  con- 
ditional sales  contracts  with  20 
percent  down  and  the  balance  in 
12  monthly  payments.  It  added  in- 
terest at  3.5  percent  on  the  aver- 
age balance  to  finance  these  sales. 

All  seasonal  accounts  and  30- 
day  accounts  formerly  required  ap- 
proval of  the  credit  manager  at  the 
main  office.  Recently  branch  man- 
agers received  authority  to  ap- 
prove 30-day  accounts  that  did  not 
exceed  $100.  On  seasonal  financing, 
the  cooperative  required  a  formal 
application  with  a  complete  finan- 
cial statement.  It  used  credit  rat- 
ing bureaus  and  found  them 
helpful. 

Branch  managers  could  give 
credit  to  members  on  the  basis  of 
50  percent  of  the  value  of  associa- 
tion certificates  of  interest  the 
members  held.  The  managers  took 
notes  on  these,  with  interest  at 
6  percent.  The  member  had  to 
schedule  a  definite  repayment  plan, 
and  the  manager  was  responsible 
for  collecting  the  notes.  Loans 
could  not  be  merely  allowed  to  run 
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until  the  certificates  matured.  Pa- 
tronage refunds  payable  in  cash 
were  regularly  applied  to  delin- 
quent accounts. 

The  proportion  of  sales  on  cred- 
it increased  over  the  5-year  pe- 
riod 1951-55,  with  competition 
reported  to  be  a  large  contributing 
factor.  Some  branch  managers 
still  operated,  however,  rather 
close  to  a  cash  basis  and  their 
volume  kept  in  line  with  that  of 
the  other  branches.  The  manager's 
business  ability  and  personal  popu- 
larity appeared  to  account  for  that 
fact. 

This  cooperative  had  given  con- 
sideration from  time  to  time  to 
offering  a  discount  for  cash,  but 
this  policy  had  not  been  adopted. 

On  delinquent  accounts  the  co- 
operative's credit  manager  sent 
out  personal  letters  from  the  main 
office.  The  next  step  was  usually  a 
telephone  call.  If  this  did  not  pro- 
duce results,  the  association's  at- 
torney wrote  to  the  patron.  Copies 
of  all  letters  went,  of  course,  to 
the  branch  managers. 

The  board  of  directors  gave 
careful  consideration  to  credit  poli- 
cies and  to  the  condition  of  re- 
ceivables. 

The  branches  posted  statements 
of  the  regional's  credit  policies,  but 
these  were  not  published  in  the  as- 
sociation's house  organ.  Misunder- 
standing of  credit  policies  did  not 
appear  to  be  any  problem. 

Cooperative  B-7  had  provided 
an  incentive  payment  for  man- 
agers and  other  employees  at  the 
time  this  study  was  made.  This  set 
up  an  annual  bonus  equal  to  one- 
tenth  of  1  percent  on  feed  sales,  1 
percent  on  sales  of  other  supplies 
(except  fertilizer,  which  was  not 
taken  into  consideration)  and  $5 
for  each  new  egg  producer  who 
shipped  to  the  association  for  at 


least  3  months.  However,  the  co- 
operative deducted  a  penalty  from 
this  amount  of  1  percent  on  all  ac- 
counts receivable  over  6  months 
old.  The  penalty  on  delinquent 
feed  accounts  was  thus  10  times 
the  initial  bonus. 

The  total  bonus  went  three- 
fourths  to  the  manager  and  one- 
fourth  to  other  employees  at  the 
branch.  This  plan  followed  one 
formerly  in  use  that  was  not  satis- 
factory. Some  of  the  board  mem- 
bers felt  the  penalty  on  delinquent 
accounts  should  be  larger  and 
apply  to  all  accounts  3  months  old 
rather  than  6  months  old. 

Cooperative  B-8 

This  centralized  organization  op- 
erates 8  branch  stores  in  5  coun- 
ties. About  one-third  of  its  sales 
total  represents  feed.  The  remain- 
der is  made  up  of  general  farm 
supplies,  fertilizer,  farm  chemicals, 
and  baby  chicks.  Volume  increased 
from  about  $10  million  in  1951  to 
$16  million  in  1955.  Credit  experi- 
ence at  year's  end  is  summarized 
in  the  following  tabulation : 


Calendar 
year 

Total  supply 
sales  charged 
as  percentage 
of  total 

Total  supply 
sales  in 
accounts 

Daya 

1951  

56 

14 

1952  

61 

14 

1953  

63 

14 

1954  

66 

17 

1955  

66 

15 

Accounts  were  not  aged  but 
were  reviewed  at  least  twice 
monthly  to  follow  up  on  those  past 
due. 

Accounts  charged  off  during  the 
5-year  period,  1951-55,  amounted 
to  $33,000  on  sales  of  $65  mil- 
lion. Recoveries  of  $10,000  left  a 
net  loss  of  $23,000,  about  4  one- 
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Farmers'  wives,  as  well  as  the  farmers,  are  interested  in  good  feed  for  their  poultry  and  livestock. 


hundredths  of  1  percent  of  total 
sales  or  6  one-hundredths  of  1  per- 
cent of  charge  sales. 

Cooperative  B-8's  credit  policy 
was  30-day  accommodation  credit 
on  approved  accounts.  It  mailed 
statements  on  the  1st  of  each 
month  covering  purchases  for  the 
past  month.  Payments  were  due  by 
the  10th,  and  if  not  received  by 
the  20th  the  association  sent  a 
reminder.  Then  if  the  account  was 
still  unpaid  30  days  from  date  of 
the  statement,  the  patron  received 
no  further  credit  unless  he  filed  for 
an  extension  and  had  it  approved. 

Branch  managers  helped  pa- 
trons fill  out  applications  for  credit 
at  the  time  they  requested  it.  The 
branch  manager  conducted  a  local 
investigation  and  made  recom- 
mendation to  the  cooperative's 
credit  committee  for  approval  or 
disapproval,  and  for  the  amount 
of  credit  to  be  extended  in  case  of 
approval.  The  branch  manager 
could  approve  one  credit  sale  of  an 
amount  he  thought  to  be  sound, 


pending  final  approval  of  the  cred- 
it committee. 

Upon  receipt  of  the  application 
in  the  regional's  main  office,  if  it 
was  for  less  than  $200  it  could 
be  approved  by  the  service  store 
supervisor.  If  it  was  for  more 
than  $200,  the  credit  committee 
reviewed  it.  If  additional  informa- 
tion was  required,  the  service  store 
supervisor  conducted  an  investiga- 
tion. At  the  time  of  approval  the 
committee  set  a  limit  on  the 
amount  of  credit  a  patron  might 
have.  If  the  patron  had  collateral 
to  secure  a  large  account,  he  could 
qualify  for  unlimited  credit ;  but  if 
his  collateral  was  limited,  the  com- 
mittee set  a  maximum  at  the  time 
of  approval.  When  the  maximum 
was  reached,  the  patron  could  not 
receive  additional  credit  until  he 
had  paid  his  account  in  part. 

Each  local  service  store  man- 
ager maintained  a  card  file  on  all 
patrons.  When  the  credit  commit- 
tee reported  final  action  on  appli- 
cations, it  furnished  him  a  card 
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designating  the  type  of  account.  A 
white  card  designated  unlimited 
credit  and  a  yellow  card  desig- 
nated maximum  credit  to  be  al- 
lowed. When  a  patron  lost  his 
credit  privilege  by  failing  to  pay 
his  account  on  time,  the  main  of- 
fice furnished  the  service  store 
manager  with  a  red  card.  A  patron 
who  had  a  red  card  did  not  have 
any  further  credit  until  he  receiv- 
ed approval  from  the  credit  com- 
mittee. 

In  cases  of  past  due  accounts 
not  paid  by  the  end  of  the  month 
following  month  of  purchase,  no 
further  credit  was  extended  unless 
the  credit  committee  approved  a 
request  for  extension.  This  coop- 
erative used  local  attorneys  in  pref- 
erence to  the  collection  depart- 
ments of  credit  bureaus  for 
collecting  past  due  accounts  be- 
cause these  charged  from  one-third 
to  one-half  of  the  account. 

The  association  usually  wrote  off 
accounts  before  they  were  turned 
over  to  an  attorney.  Those  that 
were  doubtful  were  not  given  to 
the  attorney  but  were  carried  to 
court  and  a  judgment  was  obtain- 
ed. In  cases  of  appliances  or  farm 
equipment,  the  association  co- 
signed  a  note  with  the  patron  for 
a  loan  at  the  local  bank.  The  bank 
held  the  note  plus  a  chattel  mort- 
gage, and  in  the  event  the  note  was 
not  paid  the  bank  foreclosed  and 
advertised  the  items  for  sale.  The 
association  lost  only  when  the  sale 
price  did  not  cover  the  amount 
owed  by  the  patron. 

The  association  financed  broil- 
ers for  100  percent  of  feed,  chicks, 
and  medicine  costs  provided  the 
producer  furnished  adequate  hous- 
ing. It  financed  the  birds  for  a 
period  of  about  11  weeks  with  the 
account  due  upon  sale  of  the  flock. 


In  the  event  the  account  couldn't 
be  paid  from  the  proceeds  of  the 
flock,  the  association  arrived  at  a 
method  of  repayment  satisfactory 
to  both  parties. 

Cooperative  B-8  handled  broil- 
ers produced  under  contract  with- 
out the  financing  service  the  same 
as  financed  flocks.  The  association 
marketed  the  birds  and  paid  the 
producer  the  current  price. 

The  producer  who  did  not  re- 
quire financing  and  paid  cash  for 
chicks,  feed,  and  supplies  received 
a  discount  of  10  cents  per  100 
pounds  on  feed  and  $1  per  hun- 
dred on  baby  chicks. 

The  association  financed  pullets 
for  100  percent  of  feed,  medicine, 
sanitation  supplies,  and  chick  cost 
for  a  period  determined  at  the  time 
the  patron  established  his  flock. 
The  producer  agreed  to  market  all 
eggs  through  the  association  and 
apply  the  proceeds  to  his  account. 
If  the  producer  did  not  liquidate 
his  account  within  the  agreed  pe- 
riod, he  had  to  pay  the  remaining 
balance  within  30  days. 

The  association  guaranteed  the 
producer  the  current  market  price 
for  broilers  and  eggs  marketed 
through  it.  This  was  the  only  obli- 
gation the  association  took  upon 
itself.  If  there  was  a  loss  on  the 
flock,  the  producer  had  to  absorb 
it  without  aid  from  the  association. 
There  were  a  few  cases,  however, 
where  the  association  felt  the  pro- 
ducer did  a  good  job  raising 
broilers  and  the  loss  could  not 
have  been  prevented.  Under  these 
conditions,  the  association  shared 
the  loss  with  the  producer. 

Cooperative  B-9 

Cooperative  B-9  is  a  centralized 
association  operating  16  branches 
and  serving  some  4,500  members. 
Most  of  the  sales  volume  repre- 
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sents  feed  but  also  includes  a  gen- 
eral line  of  poultry  supplies  and 
farm  equipment.  Annual  sales  ran 
a  little  over  $6  million  from  1951 
through  1955. 

Accounts  receivable  at  the  year's 
end  increased  from  15  days'  sales 
in  1951  to  25  days'  sales  in  1955. 
About  90  percent  of  these  accounts 
were  in  current  condition.  Total 
loss  on  $32  million  sales  for  the  5 
years  was  only  $1,059,  or  3  one- 
thousandths  of  1  percent  of  total 
sales. 

Patronage  refunds  ran  about  10 
percent  of  sales  and  were  paid  in 
certificates  of  equity.  A  revolving 
capital  plan  provided  for  redemp- 
tion of  these  certificates  at  the  end 
of  10  years  but  they  were  taken  up 
after  6  years.  Patrons  thus  built 
up  an  equity  rather  rapidly. 

This  cooperative  automatically 
gave  credit  up  to  the  amount  of 
the  patron's  equity  represented  by 
these  certificates,  and  accounts 
were  not  classified  as  delinquent 
unless  they  exceeded  the  amount  of 
the  equity.  However,  all  patrons 
were  expected  to  pay  in  accord- 
ance with  the  regular  terms;  and 
unless  accounts  were  paid  within 
15  days  from  date  of  the  monthly 
statement,  a  service  charge  of  one- 
half  of  1  percent  a  month  was 
added. 

The  association  sent  out  state- 
ments covering  the  previous 
month's  purchases  about  the  5th 
of  each  month.  These  statements 
were  in  triplicate  with  one  copy 
going  to  the  member,  one  to  the 
branch  manager,  and  one  retained 
in  the  central  office.  The  amount 
of  equity  certificates  held  by  the 
member  was  shown  on  each  of 
these  statements  and  also  on  a 
visible  index  at  each  branch. 

This  cooperative  accepted  only 
commercial  poultry  producers  as 


members  and  made  few  sales  to 
nonmembers.  It  gave  each  member 
an  identification  card  bearing  his 
name  and  membership  number. 
These  were  usually  presented  when 
purchases  were  made  so  the  name 
on  the  sales  slip  always  appeared 
in  the  same  form.  The  number 
provided  further  identification. 

In  the  case  of  new  members  or 
others  who  had  not  built  up  suffi- 
cient equity  to  cover  their  monthly 
purchases  or  whose  current  egg 
shipments  were  not  large  enough 
to  cover  them,  the  association  re- 
quired a  regular  credit  application. 
It  checked  these  applications  with 
credit  bureaus  and  other  local 
agencies.  This  information  proved 
quite  dependable. 

Cooperative  B-9  urged  its  mem- 
bers to  go  to  production  credit  as- 
sociations or  other  credit  agencies 
for  seasonal  production  loans.  The 
association,  however,  would  carry 
these  on  a  note  and  mortgage  basis 
after  regular  application  and  in- 
spection of  the  farm  operation  by 
the  branch  manager  or  association 
fieldman. 

The  association  sold  egg  clean- 
ers, coolers,  and  some  other  rather 
expensive  items  on  a  conditional 
sales  contract.  It  required  a  down 
payment  of  10  percent  with  the 
balance  payable  in  12  monthly  in- 
stallments. It  added  interest  at  4 
percent  and  a  service  charge  of 
25  cents  a  month  to  this  balance. 

Because  the  association  was 
anxious  to  increase  its  bulk  feed 
business,  it  financed  bins  for  bulk 
feed  on  the  basis  that  feed  would 
be  billed  at  regular  sacked  feed 
prices,  and  the  discount  for  bulk 
feed  applied  to  the  purchase  of  the 
bins  until  they  were  paid  for.  It 
financed  feed  for  broiler  and  tur- 
key production  on  the  regular  pro- 
duction loan  basis.  Quite  a  bit  of 
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this  business  had  gone  to  others 
offering  more  liberal  credit  terms 
even  though  the  net  cost  of  the 
feed,  after  allowing  for  the  patron- 
age refund,  would  have  been  con- 
siderably less  if  purchased  from 
the  association  under  its  regular 
terms. 

The  association  printed  its  cred- 
it policy  in  its  supply  catalog.  It 
mailed  a  reprint  of  this  sheet  to 
new  members,  and  branch  man- 
agers also  gave  reprints  to  those 
applying  for  credit. 

The  cooperative  sent  out  form 
collection  letters  when  an  account 
first  became  delinquent  but  be- 
yond this,  personal  letters  from  the 
central  office  or  contacts  by  the 
branch  manager  were  the  chief 
means  of  collection.  If  patrons  did 
not  pay  their  accounts  rather 
promptly,  the  cooperative  would 
accept  notes  with  small  monthly 
payments.  These  proved  quite  ef- 
fective in  collecting  even  charged 
off  accounts.  If  regular  collection 
efforts  failed,  the  association  used 
collection  agencies  or  local  attor- 
neys, but  this  was  seldom  neces- 
sary. 

The  association's  certificates  of 
equity  drew  5  percent  interest  and 
there  was  a  long  list  of  members 
wishing  to  purchase  any  of  these 
that  might  be  available  for  sale. 
Certificates  the  association  acquir- 
ed in  collection  of  accounts  were 
immediately  sold  to  members  on 
this  list. 

This  association  had  no  regular 
branch  supervisors  or  management 
specialists.  Three  fieldmen  did  gen- 
eral service  work  and  trouble 
shooting  in  their  territories,  in- 
cluding assistance  in  credit  inves- 
tigation and  collection.  Officers  and 
the  credit  manager  of  the  associa- 
tion made  periodic  visits  to  the 
branches,  but  there  was  no  special 
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program  for  bringing  branch  man- 
agers together  for  conferences  or 
training. 

Cooperative  B-10 

Cooperative  B-10  is  a  centraliz- 
ed association  manufacturing  and 
distributing  farm  supplies  to  about 
224,000  patrons  through  96  local 
service  centers  and  400  farmer 
representatives.  Patron  purchases 
for  the  5-year  period  averaged 
about  $89.5  million  with  82  per- 
cent representing  feed. 

Credit  experience  at  year's  end 
is  summarized  in  the  tabulation 
on  next  page. 

Accounts  charged  off  during  the 
period  totaled  $4,842,  which  was 
equal  to  2  one-thousandths  of  1 
percent  of  patron  purchases. 

Basically  the  cooperative's  policy 
was  cash  with  convenience  or 
courtesy  credit  extended  for  a  pe- 
riod of  7  days.  This  policy  has  been 
consistently  followed  since  the  co- 
operative was  organized. 

For  a  patron  to  be  eligible  for 
the  7-day  convenience  credit,  he 
had  to  be  a  member  of  the  associa- 
tion and  submit  an  application 
through  the  service  center  to  the 
association's  central  office,  indicat- 
ing the  amount  he  needed.  When 
the  central  office  received  the  ap- 
plication, it  obtained  a  credit  re- 
port from  outside  sources.  If  the 
credit  report  was  favorable,  the 
patron  was  placed  on  approved 
lists  maintained  in  both  the  central 
office  and  the  service  center. 

Frequently  the  service  center 
manager  submitted  applications 
for  credit  approval  on  all  his  mem- 
bers. This  was  done  to  be  prepared 
if  a  member  needed  unforseen 
credit. 

This  cooperative  maintained 
identi-plates,  similar  to  the  charge 
plates  used  by  department  stores, 


Calendar 
year 

Age  of  accounts  receivable  as  percentage  of  total 

Total 
supply 
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1951  

no 

lo 

o 

o 

0.7 

1952  

73 

22 

2 

3 

0.6 

1953. 

67 

27 

2 

4 

0.7 

1954  

64 

28 

3 

5 

0.8 

1955  

69 

25 

2 

3 

0.8 

on  all  patrons.  This  plate  showed 
the  date  of  approval  or  disapproval 
of  credit  and  also  the  account  num- 
ber and  whether  the  patron  was 
a  member  or  nonmember. 

When  a  patron  permitted  an  ac- 
count to  become  7  days  old  the 
association  added  a  penalty  of  2 
percent.  It  maintained  this  penalty 
as  a  reserve  for  bad  accounts. 

A  second  charge  could  not  be 
made  for  a  patron  with  an  out- 
standing balance  from  a  previous 
purchase.  When  an  account  reach- 
ed 30  days,  the  central  office  for- 
warded a  memorandum  to  the 
service  center  manager,  stating 
that  the  account  was  being  trans- 
ferred to  the  "no  convenience"  list 
in  the  central  office  and  should  be 
so  classified  in  the  service  center 
unless  the  patron  could  claim  a 
justifiable  exception. 

After  accounts  were  outstand- 
ing for  60  days,  the  patrons  re- 
ceived a  collection  letter  from  the 
central  office,  with  a  memorandum 
going  to  the  service  center  and  to 
the  cooperative's  fieldmen  notify- 
ing them  of  the  action  being  taken. 
If  payment  was  not  received  in  90 
days,  accounts  over  $20  were  given 
to  an  attorney  or  other  collection 
agency.  The  service  center  and  the 
fieldmen  also  received  notices  to 
this  effect. 

The  central  office  brought  ac- 
counts under  $20  to  the  service 
center's  attention  at  90  days  of 


age  with  a  request  that  the  local 
office  immediately  give  these  to  a 
local  justice  of  the  peace  or  Small 
Claims  Court  for  collection. 

Local  farmer  representatives 
could  use  the  accommodation  pro- 
gram and  have  all  purchases  from 
the  service  centers  added  to  the 
next  feed  draft  by  the  central  of- 
fice. Thus,  all  purchases  were 
made  a  part  of  the  draft  accom- 
panying the  representative's  next 
feed  shipment  and  were  paid  be- 
fore he  could  receive  the  feed. 

The  association's  territory  was 
divided  into  22  districts,  with  each 
having  a  district  manager  respon- 
sible for  distribution  and  credit 
supervision  and  two  fieldmen  re- 
sponsible for  promotional  work. 

This  cooperative  applied  patron- 
age equities  to  outstanding  ac- 
counts before  taking  legal  action. 
This  resulted  in  many  small  ac- 
counts being  collected  after  pa- 
trons ceased  patronizing  the  serv- 
ice centers. 

Cooperative  B-10  allowed  no 
cash  discounts  but  did  give  volume 
discounts  on  orders  of  500  or 
more  pounds  of  feed. 

This  association  did  no  type  of 
broiler  or  poultry  financing  at  the 
time  of  this  study  and  did  not  an- 
ticipate doing  any. 

Cooperative  B-l  1 

This  regional  association  has 
some  60  local  subsidiary  service 
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year 
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30  days 

days 

days 
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Days 

1950-51 

44 

(1) 

(1) 

(1) 

8 

1951-52  

46 

50 

20 

30 

8 

1952-53. . . 

52 

41 

29 

30 

8 

1953-54  , 

64 

48 

22 

30 

14 

1954-55 

58 

53 

22 

25 

15 

1  No  data  available. 


stores.  It  also  distributes  supplies 
through  some  150  dealer  agents. 
Data  included  herein  cover  only 
retail  sales  by  the  affiliated  local 
stores. 

Average  annual  sales  by  these 
locals  for  the  5-year  period,  1950- 
51  through  1954-55,  were  about 
$22  million.  Credit  experience  at 
year's  end  is  summarized  in  the 
tabulation  above. 

Accounts  charged  off  during  the 
5-year  period,  less  recoveries,  to- 
taled $38,431.  This  was  equal  to 
35  one-thousandths  of  1  percent 
of  total  sales,  or  66  one-thousandths 
of  1  percent  of  charge  sales. 

Accounts  receivable  data  given 
before  the  1950-51  fiscal  year  did 
not  cover  equipment  and  appli- 
ances sold  on  conditional  sales  con- 
tracts. These  sales  increased  from 
$378,000  in  1950-51  to  $791,000 
in  1954-55.  Notes  receivable  re- 
sulting from  these  sales  increased 
from  $35,000  to  $180,000  at  year's 
end  during  this  5-year  period. 

This  regional  mailed  statements 
on  the  25th  of  each  month,  and 
accounts  were  due  the  10th  of  the 
following  month.  If  they  were  not 
paid  in  30  days,  the  association 
would  not  extend  further  credit 
except  with  the  express  approval 
of  its  manager. 

Local  managers  were  expected 
to  state  the  cooperative's  credit 


policies  clearly  when  a  customer 
applied  for  credit.  Outside  of  this 
there  was  little  effort  to  publicize 
credit  policies. 

The  association  prepared  ad- 
dressograph  plates  for  each  cus- 
tomer, and  a  card  bearing  this 
imprint  was  placed  in  a  visible  file 
at  the  counter.  The  manager  in- 
itialed cards  for  credit  customers. 
A  red  flag  went  on  any  account  30 
days  past  due,  denoting  this  cus- 
tomer must  obtain  approval  of  the 
manager  before  anything  more 
would  be  charged.  After  60  days 
a  black  flag  went  on  the  card,  and 
this  customer  received  no  more 
credit  under  any  conditions. 

The  local  manager  approved 
credit  applications  and  filed  them 
in  his  office.  He  submitted  to  the 
cooperative's  main  office  for  ap- 
proval of  the  credit  manager  all 
applications  for  accounts  exceeding 
$100. 

The  credit  manager  spent  con- 
siderable time  in  the  field,  and  an 
assistant  was  in  the  field  full  time. 
Another  man  worked  part  time  as 
needed.  The  regional  store  super- 
visors also  kept  in  close  touch  with 
credit  problems. 

The  association's  internal  audi- 
tors sent  out  one  account  confirma- 
tion each  year,  and  at  a  different 
time  during  the  year  its  outside 
auditors  sent  another  one.  Store 
supervisors  traced  any  of  these 
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that  were  returned  by  the  post  of- 
fice. 

This  cooperative  offered  no  cash 
discounts  and  charged  no  interest 
on  accounts  receivable. 

In  1951,  this  association  paid 
about  $20,000  for  a  survey  of  its 
accounting  methods  and  procedure. 
One  recommendation  was  that  all 
credit  work  be  centralized  in  the 
main  office.  This  change  resulted 
in  increasing  the  mechanical  effi- 
ciency of  operations  of  the  credit 
department,  but  the  local  man- 
agers lost  both  contact  with  and 
interest  in  their  accounts  receiv- 
able. Later  most  of  this  work  was 
transferred  back  to  the  local  stores. 
At  the  time  of  this  study,  each 
manager  sent  in  a  monthly  report 
giving  the  age  of  all  past  due  ac- 
counts. On  all  those  over  60  days 
past  due,  he  reported  what  efforts 
he  had  made  to  collect  each  in- 
dividual account,  promises  receiv- 
ed, and  results.  These  reports  were 
carefully  scrutinized  in  the  main 
office. 

When  the  local  manager  was  not 
successful  in  collecting  past  due 
accounts,  an  attorney  from  the 
main  office  visited  the  customer.  If 
he  could  not  effect  collection,  he 
turned  the  account  over  to  a  jus- 
tice of  the  peace  or  another  at- 
torney in  the  customer's  locality. 

Each  local  manager  received  a 
bonus  of  10  percent  of  the  net 
margins  of  his  store  each  year,  but 
all  accounts  60  days  past  due  were 
subtracted  from  these  margins  be- 
fore the  bonus  was  figured.  Co- 
operative B-ll  made  it  clear  to  its 
local  managers  that  there  was  no 
surer  or  quicker  way  to  lose  their 
jobs  than  to  violate  the  associa- 
tion's credit  policies. 

Instead  of  having  conditional 
sales  contracts  recorded,  the  asso- 
ciation carried  a  policy  insuring  it 


against  losses  caused  by  this  fail- 
ure to  record.  The  main  office  sent 
the  patron  a  notice  and  a  copy 
went  to  the  store  manager,  just 
before  these  contracts  were  due.  If 
the  contract  was  not  paid  prompt- 
ly, a  second  notice  went  out  10 
days  after  the  due  date.  After  20 
days,  a  third  notice  carried  in- 
structions to  pay  or  refinance  on 
an  acceptable  basis.  On  delinquent 
conditional  sale  payments,  this 
third  notice  told  the  store  manager 
to  collect,  refinance,  or  repossess. 

In  case  of  any  doubtful  accounts, 
the  association  sent  patron  divi- 
dend and  refund  checks  to  the  local 
manager,  who  got  the  member  to 
apply  them  against  his  account. 

The  association  made  some  ef- 
fort to  have  members  obtain  loans 
from  production  credit  associa- 
tions or  other  lending  agencies  and 
pay  cash  for  supplies.  However, 
in  the  absence  of  a  discount  on 
cash  purchases,  this  was  not  very 
effective. 

The  board  of  directors  approved 
broiler  financing  on  an  experi- 
mental basis  up  to  a  total  of  $250,- 
000.  After  several  months  this 
kind  of  financing  amounted  to  only 
$30,000.  Management  was  skepti- 
cal and  slow  in  getting  into  this 
field. 

Cooperative  B-12 

Cooperative  B-12  is  a  regional 
doing  an  extensive  manufacturing, 
wholesale,  and  retail  business.  It 
distributes  supplies  through  dealer 
agents  and  local  service  stores  and 
petroleum  cooperatives.  The  distri- 
bution covered  by  this  study  is 
only  that  done  through  240  local 
retail  service  stores.  The  coopera- 
tive also  performs  marketing  serv- 
ices under  financing  and  manage- 
ment agreements. 

Volume  of  retail  sales  of  feed 
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and  other  production  supplies  for 
this  association  averaged  over 
$120  million  during  the  5-years, 
1951-55.  About  62  percent  of  sales 
were  charged.  Accounts  that  had 
not  been  reduced  to  a  zero  balance 
at  some  time  during  the  month 
were  classified  as  "unbalanced". 
Credit  experience  at  year's  end  is 
summarized  in  the  following  tabu- 
lation : 


Calendar 
year 

Accounts  receivable 
as  percentage 
of  total 

Total  supply 
sales  in 
accounts 

Days 

1951  

33 

10 

1952  

37 

12 

1953  

36 

13 

1954  

33 

16 

1955 

37 

18 

Accounts  receivable  charged  off 
during  the  5 -year  period  amounted 
to  $318,000.  There  was  practically 
no  recovery  on  these  accounts. 
This  loss  amounted  to  52  one- 
thousandths  of  1  percent  of  total 
sales  or  87  one-thousandths  of  one 
percent  of  charge  sales. 

Each  account  was  supposed  to 
be  "balanced"  at  some  time  during 
each  month.  The  association  allow- 
ed a  2  percent  discount  for  cash 
in  7  days  provided  the  patron's 
account  was  "balanced"  during  the 
month. 

Certain  types  of  accounts  were 
exempt  from  this  balancing  pro- 
vision. These  included  municipal 
and  other  governmental  units, 
schools,  churches,  estates  in  pro- 
cess of  settlement,  and  other  in- 
dividual accounts  such  as  contrac- 
tors, on  specific  approval. 

This  cooperative  financed  bulk 
milk  equipment  which  might  run 
up  to  $4,000  or  $5,000  on  a  4-year 
basis.  It  limited  all  other  major 
equipment  to  2  years.  It  sold  large 


quantities  of  fertilizer  on  6-month 
notes. 

Investigation  of  patron  credit 
applications  was  a  function  of  lo- 
cal store  managers.  The  territory 
served  by  the  association  was  di- 
vided into  three  areas.  A  credit 
supervisor  in  each  area  assisted 
on  credit  investigations  and  upon 
request  worked  with  local  man- 
agers to  reduce  their  "unbalanced" 
accounts.  Their  principal  function 
was  educational. 

Although  cards  stating  the  as- 
sociation's credit  policies  were 
posted  in  the  stores,  lack  of  full 
explanation  was  believed  to  be  a 
problem.  At  the  time  of  this  study, 
the  association  was  preparing  a 
small  booklet  containing  this  infor- 
mation, which  would  be  given  to 
all  applicants  for  credit.  The  co- 
operative's management  wanted  to 
be  sure  patrons  had  a  definite  un- 
derstanding of  credit  policies  and 
applicable  payment  provisions. 

Cooperative  B-12  did  not  en- 
courage form  collection  letters  but 
left  each  manager  free  to  develop 
his  own  methods  of  collection  fol- 
lowup.  Area  credit  managers  were 
quite  helpful  on  this. 

The  association  rated  its  local 
managers  monthly  on  both  num- 
ber and  amount  of  "unbalanced" 
accounts,  and  those  over  90  days 
old  carried  double  penalty.  There 
was  much  rivalry  among  managers 
in  keeping  past  due  accounts  be- 
low stated  percentages  as  this  put 
the  store  on  an  "honor  roll". 

When  legal  action  became  neces- 
sary, the  association  used  local  at- 
torneys in  conjunction  with  their 
own  attorney. 

Some  patrons  who  could  readily 
pay  cash  preferred  to  use  the  asso- 
ciation's accommodation  credit  so 
they  would  have  invoices  and  can- 
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celled  checks  for  income  tax  pur- 
poses. 

This  association  had  done  only 
limited  broiler  and  turkey  financ- 
ing, and  this  had  been  with  use 
of  notes  and  chattel  mortgages. 

Cooperative  B-13 

Cooperative  B-13  is  a  regional 
that  does  an  extensive  manufactur- 
ing, wholesale,  and  retail  business. 
It  also  performs  marketing  serv- 
ices. It  distributes  supplies  through 
dealer  agents  and  local  farm  sup- 
ply stores  and  petroleum  coopera- 
tives. The  distribution  covered  by 
this  study  is  only  that  done  by  126 
local  retail  farm  supply  stores  un- 
der financing  and  management 
agreements. 

Average  anuual  sales  of  these 
locals  for  the  5  years,  1950-51 
through  1954-55,  were  $33  mil- 
lion, with  about  60  percent  repre- 
senting feed  volume.  Credit  experi- 
ence at  year's  end  is  summarized 
in  the  accompanying  tabulation. 
Accounts  receivable  as  given  in 
the  tabulation  do  not  cover  broiler 
financing  or  appliances  sold  on 
conditional  sales  contracts. 

Accounts  charged  off  during  the 
period,  less  recoveries,  totaled 
$96,802.  This  was  equal  to  58  one- 
thousandths  of  1  percent  of  total 
sales. 

Statements  were  mailed  by  the 
5th  of  each  month  and  accounts 


were  due  when  they  became  30 
days  old.  When  the  account  be- 
came past  due,  the  association  sent 
a  "30-day  letter"  to  the  customer 
calling  his  attention  to  its  age  and 
requesting  payment  as  soon  as  pos- 
sible. If  the  account  was  still  un- 
paid at  the  end  of  60  days,  it  sent 
a  second  letter  informing  the  cus- 
tomer all  future  purchases  would 
be  on  a  cash  basis  unless  the  ac- 
count was  paid.  At  the  end  of  90 
days,  the  customer  received  a  reg- 
istered letter  advising  that  if  his 
account  was  not  paid  within  2 
weeks,  the  cooperative  would  take 
legal  action. 

Local  store  managers  temporar- 
ily approved  applications  for  cred- 
it. The  retail  credit  department  in 
the  association's  main  office  gave 
final  approval  and  set  the  limit  on 
credit. 

Local  managers  had  the  respon- 
sibility of  stating  the  association's 
credit  policies  clearly  when  a  cus- 
tomer applied  for  credit.  They  dis- 
played large  cards  in  all  their 
stores  and  distributed  to  all  pa- 
trons a  brochure  stating  the  credit 
policy. 

This  cooperative  allowed  a  2  per- 
cent discount  for  purchases  paid 
for  at  the  time  of  purchase  or 
within  7  days.  The  patron  received 
this  discount  only  if  he  owed  no 
other  money  to  the  cooperative. 
The  association  offered  no  discount 


Fiscal 
year 

Age  of  accounts  receivable  as  percentage  of  total 

Total 
supply 
sales  in 
accounts 

Under 
30  days 

30-60 
days 

61-90 
days 

Over 
90  days 

Days 

1950-51 

75.4 

16.6 

4.4 

3.6 

14 

1951-52 

(1) 

(i) 

(i) 

(1) 

15 

1952-53  

(1) 

(i) 

(i) 

(1) 

14 

1953-54  

66.9 

21.8 

7.7 

3.6 

16 

1954-55  

69.7 

18.7 

6.8 

4.8 

15 

1  Data  not  available. 
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for  a  patron's  purchases  of  seed  or 
fertilizer. 

Each  manager  was  eligible  for 
an  incentive  payment  based  on  the 
year's  operation.  This  consisted  of 
$1  a  ton  on  each  ton  of  feed  in- 
crease over  the  previous  year,  but 
there  was  a  penalty  of  50  cents  a 
ton  for  a  decrease  below  the  pre- 
vious year.  In  addition  to  the  feed 
increase  bonus,  he  received  10  per- 
cent of  the  first  $2,000  of  net  sav- 
ings, 5  percent  of  the  next  $3,000 
and  3  percent  of  all  savings  over 
$5,000. 

From  this  amount,  however,  he 
was  subject  to  a  deduction  of  100 
percent  of  all  unapproved  advances 
of  credit  and  all  accounts  over  1 
year  old;  50  percent  of  accounts  6 
months  to  1  year  old;  10  percent 
of  accounts  60  days  to  6  months 
old;  and  100  percent  of  past  due 
portions  of  past  due  notes. 

Most  managers  who  received  in- 
centive payments  shared  them 
with  other  employees.  Some  man- 
agers lagged  on  collections,  result- 
ing in  award  losses  of  as  much  as 
$1,500. 

To  meet  competition  on  fertiliz- 
er, a  new  program  was  inaugu- 
rated in  1956  that  permitted  sales 


Cooperatives  may  have  to  increase  credit  limits 
in  line  with  the  trend  toward  bulk  feed 
purchases. 


on  open  account  to  approved  pa- 
trons. These  purchases  were  due 
June  1  and,  if  not  paid  by  this 
date,  the  cooperative  took  an  un- 
secured note  bearing  6  percent 
interest  due  December  1.  This  pro- 
gram was  effective  in  increasing 
volume  for  the  stores  that  did  not 
have  a  good  fertilizer  business. 

In  the  case  of  old  accounts,  capi- 
tal stock  certificates  issued  by  the 
cooperative  holding  the  account 
could  be  applied  on  the  indebted- 
ness. These  certificates,  endorsed 
and  witnessed,  were  sent  to  the 
retail  credit  department  of  the  re- 
gional for  approval  and  the  check 
was  returned  to  the  local  coopera- 
tive. Patronage  equities  could  be 
applied  to  old  accounts  upon  ap- 
proval of  the  retail  credit  depart- 
ment. 

In  the  event  all  efforts  to  collect 
an  account  failed,  the  manager 
tried  to  get  a  note  with  security, 
signed  by  the  patron  and  his  wife, 
for  the  full  amount.  If  the  patron 
would  not  sign  a  note,  or  if  the 
note  became  30  days  past  due,  the 
manager  turned  the  account  over 
to  an  attorney  for  legal  action.  No 
account  over  $25  was  charged  off 
without  first  taking  legal  action. 

Broiler  financing  enabled  the  as- 
sociation to  build  up  its  feed  vol- 
ume. Some  producers  financed 
their  operations  to  receive  the  serv- 
ice of  the  association's  fieldmen. 
They  valued  this  service  above  the 
added  cost  of  financing. 

Cooperative  B— 14 

This  association  provides  manu- 
facturing, wholesale,  and  retail 
services  for  feed,  fertilizer,  seed 
and  miscellaneous  farm  supplies. 
In  addition  to  purchasing  supplies, 
the  association  markets  cotton,  pe- 
cans, poultry,  and  grain.  It  dis- 
tributes supplies  through  affiliated 
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service  cooperatives,  independent 
cooperatives,  and  private  agencies. 
The  distribution  covered  by  this 
study  is  only  that  done  by  52  re- 
tail service  associations  under  fi- 
nancing and  management  agree- 
ments. 

Volume  of  production  supplies 
increased  from  about  $8.6  million 
in  1950-51  to  $12.7  million  in 
1955-56.  Credit  experience  at 
year's  end  is  summarized  in  the 
accompanying  tabulation.  Accounts 
receivable  data  include  only  that 
portion  pertaining  to  the  supply 
sales  operation. 

The  service  association  signed  a 
management  and  services  contract 
with  the  regional  association  that 
assured  them  of  necessary  operat- 
ing capital  at  a  cost  of  5  percent 
a  year  on  balances  over  15  days 
old. 

The  general  credit  policy  was  as 
follows : 

Accommodation  credit  for  30 
days  could  be  granted  to  approved 
patrons.  All  accounts  were  due  in 
full  on  the  1st  of  the  month  fol- 
lowing purchase,  or  within  30 
days  of  date  of  purchase.  When  an 
account  had  been  due  10  days,  it 
was  considered  past  due  and  credit 
was  discontinued  until  it  was  paid. 
Cooperative  B-14's  board  of  direc- 
tors established  this  policy  and  the 
service  associations  that  entered 
into  the  management  and  services 
contract  had  to  adopt  it. 


Patrons  applying  for  credit 
made  formal  application.  At  the 
time  of  application,  the  store  man- 
ager explained  the  terms  of  the 
policy  and  made  certain  the  patron 
had  a  clear  understanding  of  it 
before  he  left. 

The  local  manager  did  the  inves- 
tigating and  approving  of  credit. 
He  furnished  the  regional's  main 
office  a  copy  of  his  investigation 
report  with  the  limit  of  credit  ap- 
proved for  the  patron.  When  the 
manager  accepted  the  account,  he 
wrote  the  patron  a  letter  inform- 
ing him  to  that  effect  and  again 
explained  the  terms  of  the  credit 
policy. 

The  local  stores  did  not  publicize 
the  credit  policy.  The  reason  for 
this  was  they  did  not  want  to  in- 
vite credit.  Occasionally  the  re- 
gional office  made  drives  for  new 
patrons  and  often  investigated  a 
farmer  before  calling  on  him.  This 
was  done  to  obtain  an  idea  of  how 
far  they  could  go  in  soliciting  his 
patronage. 

The  regional's  district  manager 
reviewed  all  accounts  at  least  once 
a  month.  He  went  over  all  that 
appeared  to  be  credit  violations 
with  the  store  manager  and  made 
plans  for  bringing  them  to  a  cur- 
rent status  within  30  days.  Those 
accounts  to  which  credit  was  to 
be  discontinued  were  so  marked. 

When  an  account  was  not  paid 
in  full  by  the  10th  of  the  month, 


Fiscal 
year 

Age  of  accounts  receivable  as  percentage  of  total 

Total 
supply 
sales  in 
accounts 

1-30 
days 

31-60 
days 

Over  60 
days 

Days 

1950-51  

60 

32 

8 

41 

1951-52  

52 

39 

9 

45 

1952-53  

46 

32 

22 

46 

1953-54  

43 

37 

20 

50 

1954-55  

35 

34 

31 

56 
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or  when  it  became  past  due,  the 
store  manager  sent  a  letter  to  the 
patron  requesting  that  the  account 
be  brought  up  to  date.  If  the  ac- 
count was  not  paid  by  the  1st  of 
the  next  month,  the  manager  called 
the  patron  by  phone  or  saw  him  in 
person  to  try  to  secure  a  definite 
commitment.  If  the  manager  could 
not  see  the  patron  personally,  he 
sent  a  second  letter.  This  letter  in- 
formed the  patron  that  unless  the 
account  was  paid  immediately,  fu- 
ture purchases  would  have  to  be 
on  a  cash  basis. 

If  this  letter  did  not  bring  re- 
sults and  the  account  became  60 
days  past  due,  the  manager  sent 
the  patron  a  registered  letter  with 
return  receipt  requested,  inform- 
ing him  if  the  account  was  not 
paid  within  2  weeks  legal  action 
would  be  taken.  If  the  patron  still 
did  not  pay  the  account  the  man- 
ager began  legal  proceedings.  He 
filed  amounts  of  less  than  $200 
with  a  justice  of  the  peace  or 
Court  of  Small  Claims  and,  if 
there  was  no  dispute  involved, 
handled  this  action  without  aid  of 
an  attorney.  Where  the  amount 
involved  was  greater  than  $200, 
he  placed  the  account  in  the  hands 
of  an  attorney  for  action. 

The  association  applied  patrons' 
equities  to  old  accounts  but  had 
never  applied  returns  from  mar- 
keting. Each  service  association 
organized  before  1952  maintained 
a  reserve  for  bad  debts.  Those  or- 
ganized since  1952  did  not  main- 
tain such  a  reserve  and  bad  debts 
were  written  off  each  year. 

All  service  associations  did  not 
use  the  same  cash  discount  policy. 
Some  stores  allowed  a  2  percent 
discount  if  paid  within  7  days, 
others  allowed  2  percent  for  cash 
at  time  of  purchase,  while  still 
others  did  not  allow  any  discount. 


No  service  association  charged  in- 
terest on  past  due  accounts  unless 
the  manager  had  worked  out  a 
payment  plan  with  the  patron. 

Cooperative  B-14  had  a  central- 
ized accounting  system  whereby 
the  regional  office  did  all  account- 
ing for  the  locals.  The  store  man- 
agers maintained  a  set  of  accounts 
receivable  ledgers  in  addition  to 
the  set  maintained  in  the  regional 
office.  This  duplication  was  neces- 
sary to  keep  store  managers  in 
contact  with  the  accounts.  Store 
managers  sent  in  their  sales  tickets 
at  the  close  of  business  each  day. 
The  regional  office  sent  out  state- 
ments once  each  month,  and  the 
store  managers  followed  up  on  lag- 
ging accounts. 

The  regional's  district  supervi- 
sor reviewed  accounts  during  each 
visit  with  the  service  association. 
If  he  found  the  manager  too  strict 
or  too  lax,  he  made  recommenda- 
tions for  correction. 

Store  managers  were  on  an  in- 
centive plan  of  5  percent  of  net 
margins.  From  this  came  a  deduc- 
tion of  all  notes  and  accounts  over 
1  year  old  and  50  percent  of  all 
receivables  6  months  to  1  year  old. 
If  these  accounts  were  collected 
after  they  had  been  withheld  from 
the  manager's  commission,  they 
were  shown  as  income  to  the  re- 
gional and  not  to  the  service  asso- 
ciation. 

This  regional  financed  broiler 
producers  in  the  area  and  operated 
a  broiler  processing  plant  and 
hatchery.  At  the  time  this  study 
was  made,  it  was  financing  on 
contract  about  125,000  birds  a 
week,  hatching  about  200,000,  and 
processing  about  200,000.  Birds 
on  feed  were  some  300,000  a  week. 
These  included  producers  who  paid 
cash  for  chicks  and  supplies.  These 
producers  received  a  cash  discount 
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of  2  cents  a  chick  and  $12  a  ton 
on  feed. 

The  regional  furnished  the  "fi- 
nanced" producers  with  chicks, 
feed,  and  sanitation  supplies,  and 
the  producers  furnished  other  ne- 
cessities. The  producer  agreed  to 
market  the  birds  through  the  re- 
gional, and  after  all  production 
supplies  were  withheld,  the  re- 
maining savings  were  divided  with 
90  percent  going  to  the  producer 
and  10  percent  to  the  regional.  Or 
the  producer  could  receive  pay- 
ment based  on  feed  conversion, 
whichever  returned  him  the  great- 
er amount. 

In  case  of  a  loss  on  the  flock, 
the  producer  received  an  amount 
computed  on  feed  conversion,  pro- 
vided he  marketed  his  birds 
through  the  regional. 

Group  C  —  Small  Retail  Regionals 

Cooperative  C-l 

Feed  sales  of  this  poultrymen's 
association  ran  a  little  over  $6 
million  annually  from  1951 
through  1955,  and  well  over  90 
percent  of  these  sales  were  charg- 
ed. A  discount  of  10  cents  per  100 
pounds  was  given  for  cash  within 
10  days  from  date  of  invoice,  and 
most  patrons  took  advantage  of 
this. 

Credit  experience  at  year's  end 
is  summarized  in  the  following 
tabulation : 


While  the  percentage  of  sales 
charged  had  increased,  both  the 
amount  of  accounts  receivable  and 
their  age  had  improved.  Net  loss 
for  the  5-year  period,  1951-55,  on 
accounts  receivable  was  6  one- 
thousandths  of  1  percent  on  total 
sales  or  7  one-thousandths  of  1 
percent  on  charge  sales. 

The  general  policy  was  that  no 
credit  would  be  extended  beyond 
an  amount  represented  by  equity 
certificates  of  the  association  held 
by  the  member,  potential  patron- 
age dividends  for  the  current  year, 
or  current  marketing  proceeds 
with  the  association.  In  emergen- 
cies a  member  could  appear  before 
the  board  of  directors  and  ask  for 
unsecured  credit.  If  granted,  this 
extended  to  the  end  of  the  year  and 
the  association  reconsidered  at  that 
time. 

On  past  due  accounts  this  co- 
operative calculated  interest  at  the 
end  of  the  month  on  the  preceding 
month-end  balance.  It  paid  6  per- 
cent on  its  equity  certificates  and 
charged  6  percent  on  accounts  se- 
cured by  these  certificates.  On  any 
other  accounts,  it  added  monthly 
interest  at  9  percent  a  year. 

Cooperative  C-l  had  over  1,500 
active  members  but  90  percent  of 
its  business  was  with  10  percent 
of  the  members.  The  association 
accepted  members  only  on  formal 
application.  They  had  to  have  at 
least  350  laying  hens  or  the  equiva- 


Calendar 
year 

Supply  sales 
on  credit  as 
percentage 
of  total 

Age  of  accounts  receivable  as 
percentage  of  total 

Total 

supply 
sales  in 
accounts 

Current 

Delinquent 

Days 

1951  

88 

60 

40 

14 

1952  

91 

51 

49 

14 

1953  

94 

65 

35 

12 

1954  

94 

55 

45 

15 

1955  

95 

65 

35 

12 
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lent.  The  association  did  not  sell 
to  nonmembers  and  thus  eliminat- 
ed back-yard  flocks  and  occasional 
sales. 

The  cooperative  mill  distributed 
all  feed  direct.  The  credit  manager 
had  to  initial  each  invoice  before 
the  order  was  filled.  The  local  pro- 
duction credit  association  carried 
the  cooperative's  turkey  financing. 
At  the  time  of  this  study,  the 
association  was  adding  a  line  of 
electric  egg  carts  to  its  farm  sup- 
plies at  the  request  of  members. 
These  were  to  be  sold  on  the  same 
terms  as  feed. 

On  receipt  of  a  bad  check — if 
the  member  was  unable  to  make  it 
good  at  once — the  association  ob- 
tained a  mortgage.  This  was  usu- 
ally a  chattel  mortgage  on  the 
member's  poultry. 

Twice  a  month,  the  cooperative 
made  up  a  list  of  all  accounts  not 
fully  secured  by  certificates.  The 
board  of  directors  went  over  this 
list  rather  carefully  at  each  meet- 
ing. 

Cooperative  C-2 

This  local  association  distri- 
butes feed  manufactured  by  an- 
other cooperative.  It  also  handles 
mixed  fertilizer,  small  dairy  equip- 
ment, and  medical  supplies. 

Annual  supply  sales  from  1951- 
52  through  1955-56  ran  about 
$400,000.    Credit    experience  at 


year's  end  is  summarized  in  the 
tabulation  below. 

Net  loss  on  these  accounts  dur- 
ing the  5-year  period,  1951-52 
through  1955-56,  was  $702,  which 
was  equal  to  36  one-thousandths 
of  1  percent  of  sales.  Notes  re- 
ceivable shown  in  1953  represented 
a  distress  account  that  was  con- 
verted to  a  note  and  paid  in  full 
during  the  following  year. 

During  1956,  this  cooperative 
tightened  its  credit  policies  and 
converted  past  due  accounts  to 
monthly  payment  notes.  At  the 
time  of  this  study,  patrons  were 
paying  these  in  accordance  with 
their  terms,  and  the  association 
considered  all  of  them  collectible. 
They  drew  interest  at  8  percent. 

This  cooperative  mailed  state- 
ments the  first  of  each  month  and 
if  the  account  was  not  paid  by  the 
15th,  added  interest  at  8  percent  a 
year  from  that  date.  There  were 
some  objections  when  the  associa- 
tion tightened  credit  but  volume 
did  not  decrease  materially.  Man- 
agement believed  volume  could  be 
increased  by  granting  more  liberal 
credit,  but  this  would  be  mostly  in 
small  accounts  which  would  not  be 
worthwhile. 

The  cooperative's  manager  made 
whatever  credit  investigation  was 
necessary,  getting  most  of  this  in- 
formation from  local  banks.  Mem- 


Age  of  accounts  receivable 

as  percentage  of  total 

Total 

Fiscal 

Accounts 

Notes 

supply 

year 

receivable 

receivable 

sales  in 

Under 

15  days 

accounts 

15  days 

or  over 

Days 

1951-52 

$37,634 

29 

71 

(1) 

31 

50,959 

21 

79 

$19,130 

41 

1953-54 

68,153 

22 

78 

(i) 

55 

1954-55 

86,012 

16 

84 

(i) 

62 

1955-56 

26,104 

38 

62 

56,281 

20 

1  None. 
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year 

Credit  sales 

percentage 
of  total 

Age  of  accounts  receivable  as  percentage  of  total 

Total 
supply 
sales  in 
accounts 

"Under 
60  days 

60-120 
days 

121-180 
days 

Over 
180  days 

Days 

1951  

86 

81 

8 

4 

7 

16 

1952 

67 

77 

12 

3 

8 

16 

1953  

69 

61 

18 

5 

16 

15 

1954  

69 

59 

24 

8 

9 

21 

1955  

71 

53 

20 

13 

14 

23 

bership  turnover  was  small.  Losses 
were  from  a  few  bankrupts  and 
"skips". 

While  the  association  had  about 
150  accounts,  the  great  bulk  of  the 
business  came  from  some  20  large 
dairy  farms. 

Cooperative  C-3 

Cooperative  C-3  is  a  retail  re- 
gional with  some  1,150  members 
and  1,000  nonmember  patrons.  It 
operates  a  main  plant  and  four 
branches. 

Annual  supply  sales  of  this  poul- 
try cooperative  ran  about  $1.4  mil- 
lion from  1951  through  1955.  This 
covered  feed  and  a  small  amount  of 
other  poultry  supplies  and  minor 
equipment.  This  association  han- 
dled no  major  equipment.  All  its 
credit  was  on  a  regular  30-day 
basis  except  for  some  seasonal  fi- 
nancing on  pullets. 

Credit  experience  at  year's  end 
is  summarized  in  the  tabulation 
at  top  of  page. 

Net  charged  off  for  the  5-year  pe- 
riod, 1951-55,  was  $19,300,  which 
was  27  one-hundredths  of  1  per- 
cent of  total  sales,  or  38  one-hun- 
dredths of  1  percent  of  credit  sales. 
The  increase  in  accounts  as  shown 
by  the  number  of  days'  sales  in 
accounts  receivable  and  the  steady 
increase  in  age  of  the  accounts 
sounded  a  warning  note  here. 

Payment  on  purchases  made 
during  the  month  were  due  by  the 


10th  of  the  following  month.  The 
cooperative  made  a  service  charge 
of  one-half  of  1  percent  a  month 
on  accounts  not  paid  by  the  15th, 
but  this  charge  was  usually  not 
added  if  the  patron  paid  his  ac- 
count any  time  during  the  month; 
that  is,  before  the  next  statement 
was  made  up. 

Cooperative  C-3  financed  some 
pullet  flocks,  usually  with  a  chat- 
tel mortgage.  It  discontinued  fi- 
nancing broilers  because  of  some 
unfavorable  experience.  Produc- 
tion credit  associations  and  banks 
in  the  area  were  not  interested  in 
poultry  financing. 

This  cooperative  used  a  three- 
part  application  for  credit.  The 
branch  office  retained  1  copy,  1 
went  to  the  main  office,  and  the 
other  to  the  applicant.  The  form 
included  a  statement  of  the  credit 
terms,  an  agreement  to  pay  in  ac- 
cordance with  those  terms,  and  an 
agreement  to  market  all  eggs  and 
poultry  through  the  association. 
The  branch  manager  and  the  re- 
gional^ loan  committees  had  to 
approve  the  application. 

Credit  control  was  largely  in  the 
hands  of  branch  managers.  While 
the  association  approved  credit  for 
specific  amounts,  it  set  no  definite 
cutoff  for  either  amount  or  age  of 
the  account.  It  regularly  applied 
egg  receipts  and  patronage  divi- 
dend credits  to  accounts. 

Branch  managers  regularly  con- 
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tacted  credit  bureaus,  local  banks, 
and  other  business  houses  when 
making  their  credit  investigations. 
On  collections,  they  used  various 
methods.  It  was  their  experience 
that  collection  agencies  often  did 
not  pay  the  attention  desired  by 
the  association  to  the  smaller  ac- 
counts. 

The  association's  statement  form 
was  also  in  three  parts.  The  first 
copy  went  to  the  patron  on  the 
first  of  the  month.  If  payment  was 
not  received  by  the  15th,  the  sec- 
ond copy  went  to  the  branch  man- 
ager. At  the  end  of  the  month,  the 
third  copy  also  went  to  the  branch 
manager  and  was  his  signal  to  at- 
tempt collection.  At  the  end  of 
each  week,  branch  managers  re- 
ceived a  list  of  accounts  past  due. 

Trucks  that  delivered  feed  also 
picked  up  eggs.  While  the  egg  re- 
turns were  credited  to  the  feed 
account,  these  sales  also  appeared 
on  the  books  as  credit  sales  so  that 
the  actual  percentage  of  sales 
where  credit  was  involved  was  less 
than  appeared  from  the  records. 
This  association  gave  no  cash  dis- 
counts. 

The  association's  board  of  di- 
rectors received  a  quarterly  report 
on  accounts  receivable.  This  aged 
the  accounts  by  total  but  did  not 
give  details  unless  they  had  been 
specifically  requested. 

Some  of  the  truck  routes  ranged 
out  100  miles,  and  in  many  cases 


the  truck  driver  was  about  the 
only  contact  between  association 
and  patron.  The  driver  made  many 
of  the  regular  collections  and  if  an 
account  lagged,  the  association  in- 
formed him  and  expected  him  to 
follow  up.  Branch  managers  also 
worked  on  collections,  and  the 
credit  manager  from  the  main 
office  assisted  on  trouble  cases. 

Cooperative  C-4 

This  retail  regional  has  some 
1,200  active  members.  Its  volume 
of  sales  averaged  about  $4  million 
annually  from  1952  through  1956 
but  declined  during  the  last  of 
those  years.  It  maintained  two  out- 
lying distribution  warehouses  but 
delivered  much  of  its  feed  in  bulk 
direct  from  mill  to  farm. 

Credit  experience  at  year's  end 
is  summarized  in  the  accompany- 
ing tabulation. 

Net  loss  on  accounts  charged  off 
for  the  5-year  period,  1952-56, 
was  equal  to  two-tenths  of  1  per- 
cent of  sales. 

This  association  overbuilt  a  feed 
mill  shortly  after  World  War  II 
and  had  been  unable  to  increase 
volume  to  the  point  where  the  mill 
could  be  operated  efficiently.  In 
1952,  someone  in  the  association 
advanced  the  idea  that  loosening 
credit  would  provide  the  desired 
increase  in  volume.  Apparently 
without  formal  consideration  and 
approval,  this  cooperative  allowed 


Calendar 
year 

Age  of  accounts  receivable  as  percentage  of  total 

Total 

supply 
sales  in 
accounts 

Under 
30  days 

30-60 
days 

Over 
60  days 

Daya 

1952  

50 

21 

29 

21 

1953  

43 

19 

38 

28 

1954  

48 

15 

37 

46 

1955  

33 

9 

58 

66 

1956  

30 

7 

63 

77 

66 


its  accounts  receivable  to  increase 
greatly.  It  soon  became  apparent 
that  this  was  a  mistake,  but  the 
association  did  not  push  collections 
vigorously  and  the  accounts  re- 
ceivable position  continued  to  de- 
teriorate. 

Even  at  the  time  of  this  study 
terms  were  liberal.  Statements 
rendered  on  the  25th  of  the  month 
remained  current  for  all  of  the 
following  month.  While  this  was 
essentially  a  poultry  association, 
most  of  the  members  were  farm- 
ers accustomed  to  financing  on  an 
annual  basis.  They  used  their  egg 
money  to  pay  living  expenses,  and 
it  was  difficult  to  get  them  to  keep 
feed  accounts  current. 

Cooperative  C-4  allowed  a  dis- 
count of  1  percent  for  cash  in  10 
days  from  date  of  invoice,  pro- 
vided there  was  no  unpaid  balance. 
Yet  only  about  35  percent  of  sales 
took  this  discount.  The  association 
did  not  charge  interest  on  past  due 
accounts  until  they  were  converted 
to  notes  which  bore  interest  at  6 
percent  a  year. 

Formerly  credit  approval  was 
through  the  main  office,  but  later 
more  of  this  was  turned  over  to 
branch  managers.  They  also  had 
more  responsibility  for  collections. 
There  were  no  incentive  provisions, 
however. 

New  members  filled  out  a  credit 
application  giving  general  infor- 
mation. A  fieldman  then  visited 
the  farm.  He  made  a  report  based 
on  his  observations  supplemented 
by  information  from  banks  or 
others.  The  association  reported 
that  credit  bureaus  had  not  been 
entirely  satisfactory.  Credit  was 
supposed  to  be  limited  to  feed  re- 
quirements for  40  days.  Every 
order  filled  at  the  mill  had  to  have 
approval  from  the  association's 
credit  office, 


The  association  prepared  its 
statements  in  triplicate.  The  first 
copy  went  to  the  member  the  25th 
of  the  month.  On  the  15th  of  the 
next  month,  the  second  copy  went 
out  with  a  past  due  stamp  on  it. 
If  the  member  did  not  pay  the 
account  by  the  25th  of  the  follow- 
ing month,  he  received  the  third 
copy  with  a  personal  letter,  or 
he  was  visited  by  a  branch  man- 
ager or  fieldman.  The  association 
had  five  fieldmen. 

Formerly  the  board  of  directors 
was  opposed  to  taking  legal  action 
on  collections  but  reversed  this 
stand  and  approved  using  legal 
means  in  an  increasing  number  of 
cases.  It  used  local  attorneys  main- 
ly, with  some  of  the  smaller  ac- 
counts going  to  collection  agencies. 
One  collection  agency  gave  particu- 
larly satisfactory  service.  Instead 
of  merely  using  hard-boiled  col- 
lection methods,  this  agency  work- 
ed out  refinancing  with  local  banks 
and  helped  the  producer  get  into 
position  for  more  profitable  opera- 
tions wherever  this  was  at  all  pos- 
sible. 

Community  property  laws  were 
said  to  have  enabled  many  patrons 
of  the  association  to  avoid  pay- 
ment. 

After  the  field  work  on  this 
study  was  completed,  this  associa- 
tion took  drastic  steps  in  revising 
its  credit  operations.  The  following 
policy  was  adopted : 

1.  Credit  as  extended  is  accommoda- 
tion credit,  not  production  credit, 
and  it  is  extended  only  in  an  ap- 
proved amount. 

2.  Accommodation  credit  is  not  to  ex- 
ceed 30  days. 

3.  Accounts  not  paid  within  10  days 
after  receipt  of  statement,  will  be 
serviced  on  a  C.O.D  basis. 

4.  No  cash  discount  can  be  allowed  if 
the  account  is  not  current. 
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5.  A  discount  of  2  percent  will  be  allow- 
ed on  current  accounts  if  paid  on 
delivery. 

6.  A  discount  of  1  percent  only  will  be 
allowed  on  current  accounts  if  paid 
within  10  days  of  date  of  invoice. 

7.  No  discount  is  allowed  for  payment 
in  30  days. 

A  letter  from  the  association  in- 
cluded the  following  observations: 

"We  have  worked  with  producers  who 
have  delinquent  accounts,  and  in  prac- 
tically all  cases  reviewed  their  oper- 
ating position  and  have  transferred 
their  balance  to  notes  receivable  with  a 
specific  repayment  program.  We  have 
found  our  patrons  are  willing,  and  actu- 
ally grateful,  for  a  way  of  turning  the 
tide.  These  people  consequently  after 
signing  a  note  become  eligible  for  the 
2  percent  cash  discount  contingent  upon 
the  current  status  of  their  note  pay- 
ments." 

At  the  time  Cooperative  CM  set 
up  its  revised  credit  policy,  it 
warned  employees  the  whole  credit 
operation  was  to  be  tightened  up, 
and  all  terms  of  the  policy  adopted 
were  to  be  strictly  enforced  in  all 
cases.  While  it  seemed  inevitable 
that  there  would  be  considerable 
loss  on  some  of  the  old  accounts, 
there  was  a  general  feeling  that 
conditions  were  on  the  up-grade, 
that  there  would  be  continual  im- 
provement, and  that  the  associa- 
tion would  never  again  be  allowed 
to  drift  into  such  an  unfavorable 
position. 

Cooperative  C-5 

This  association  grew  consistent- 
ly over  a  period  of  years.  Its  sales 
volume  for  the  fiscal  year  ended 
in  1956  was  over  $3.5  million. 
About  23  percent  of  this  volume 
was  feed,  21  percent  fertilizer,  38 
percent  hardware  and  building- 
supplies,  and  the  remainder  pesti- 
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cides,  petroleum  products,  seed, 
and  other  farm  supplies. 

The  association  sold  only  for 
cash  or  on  guaranteed  accounts. 
These  accounts  were  with  patrons 
of  cotton  gins  or  dairies  and  were 
guaranteed  by  those  organizations. 
The  grower  signed  each  invoice, 
which  was  then  mailed  to  the  dairy 
or  cotton  gin  for  collection.  The 
lag  between  purchase  and  payment 
ran  from  30  to  40  days.  The  gins 
set  up  budgets  with  their  growers, 
and  the  invoices  were  checked 
against  these.  The  dairies  paid 
producers  twice  a  month  and  de- 
ducted these  guaranteed  accounts 
from  checks  made  out  the  15th  of 
each  month. 

This  cooperative  had  some  30,- 
000  active  members.  The  great  ma- 
jority of  them  paid  cash  as  they 
were  not  eligible  for,  or  did  not 
care  to  use,  the  guaranteed  ac- 
counts. 

The  association's  only  losses 
were  occasional  uncollectible  checks 
from  "skips"  or  bankruptcy  cases. 
They  ran  from  $200  to  $300  a 
year. 

Members  of  the  cooperative's 
board  of  directors  had  large  farm- 
ing operations  and  were  not  per- 
sonally interested  in  credit  for 
their  farm  supplies.  While  they 
believed  sales  volume  would  be  in- 
creased by  more  liberal  credit  poli- 
cies, they  were  not  convinced  that 
the  advantages  of  such  increases 
would  compensate  for  the  addition- 
al operating  costs  and  probable 
losses  on  bad  accounts. 

Group  D  —  Retail  Locals 
Affiliated  with  Regionals 

Cooperative  D-l 

This  local  cooperative  is  a  mem- 
ber of  a  statewide  manufacturing 
and  wholesale  association.  The  lo- 


cal  has  4  branch  stores  in  1  county 
that  purchase  farm  supplies  and 
market  grain. 

Annual  supply  sales  for  the  5- 
year  period,  1951  through  1955, 
averaged  about  $900,000  and  mar- 
keting volume  averaged  about  $1.2 
million.  Feed  sales  represented 
about  37  percent  of  supply  sales. 
Credit  experience  at  year's  end  is 
summarized  in  the  accompanying 
tabulation.  Accounts  receivable 
data  pertain  only  to  the  coopera- 
tive's supply  purchasing  operation. 

Accounts  charged  off  during  the 
five  years,  1951-55,  totaled  four- 
tenths  of  1  percent  of  supply  sales. 

This  cooperative's  general  credit 
policy  stated  that  accounts  were 
due  30  days  following  end  of  the 
month  in  which  purchase  was 
made.  The  association  mailed  out 
statements  on  the  1st  of  each 
month  and  if  the  account  was  not 
paid  by  the  end  of  the  month,  dis- 
continued credit. 

The  association  began  opera- 
tions on  a  strictly  cash  basis  but 
found  that  branch  managers  were 
permitting  credit  to  old  patrons 
and  as  a  result  had  little  or  no 
control  over  the  accounts.  In  order 
to  have  better  control,  they  adopted 
the  already  mentioned  policy.  It 
required  that  the  association's 
main  office  check  all  applicants  for 
credit  before  giving  final  approval. 

This  cooperative  required  writ- 
ten applications  for  credit  only 


when  a  patron  desired  a  large 
amount  of  credit  that  necessitated 
investigation  beyond  the  county 
level.  It  checked  most  credit  ref- 
erences by  telephone  and  signified 
approval  or  disapproval  to  the 
branch  manager  by  telephone  with- 
in a  short  period.  It  did  not  au- 
thorize branch  managers  to  grant 
any  credit  without  approval  from 
the  association's  main  office. 

In  cases  where  the  patron  had 
a  crop  that  would  provide  future 
income  without  too  much  risk,  the 
association  extended  his  credit  up- 
on request,  if  he  could  justify  the 
need  for  additional  credit. 

Cooperative  D-l  applied  equities 
to  old  accounts  and  proceeds  from 
grain  marketed  through  the  asso- 
ciation to  accounts  that  were  doubt- 
ful or  past  due.  Application  of 
marketing  proceeds  to  accounts 
didn't  happen  often,  however,  be- 
cause most  patrons  who  had  ac- 
counts past  due  marketed  their 
grain  elsewhere. 

Before  the  association's  main  of- 
fice turned  an  account  over  to  a 
collection  agency,  it  used  every 
means  available  in  trying  to  col- 
lect. The  collection  agency  the  as- 
sociation used  was  very  successful 
in  collecting  accounts  turned  over 
to  it. 

When  legal  action  was  neces- 
sary, the  association  engaged  a 
local  attorney  to  represent  it  in 
court.  It  did  this  because  person- 


Calendar 
year 

Age  of  accounts  receivable  as  percentage  of  total 

Total 

supply 
sales  in 
accounts 

Under 
30  days 

31-60 
days 

61-90 
days 

Over 
90  days 

Day  3 

1951  

62 

8 

23 

7 

8 

1952  

61 

9 

18 

12 

9 

1953  

69 

12 

8 

11 

12 

1954  

50 

12 

7 

31 

14 

1955  

50 

15 

9 

26 

19 

69 


nel  of  the  cooperative  could  not 
take  cases  into  court  unless  an  at- 
torney represented  them. 

This  cooperative  did  not  charge 
interest  on  past  due  accounts  un- 
less it  accepted  a  note  for  the  ac- 
count. It  allowed  5  percent  dis- 
count on  fertilizer  if  paid  for 
within  the  credit  period. 

Cooperative  D-2 

Cooperative  D-2  is  a  local  that 
operates  a  general  farm  supply 
store.  Annual  sales  for  the  4-year 
period,  1951-52  through  1954-55, 
averaged  about  $149,004.  Credit 
experience  at  year's  end  is  sum- 
marized in  the  tabulation  below. 

Accounts  charged  off  during  the 
4  years  totaled  $760.  This  equaled 
128  one-thousandths  of  1  percent 
of  total  sales.  While  losses  were 
small,  the  progressive  deteriora- 
tion in  age  of  accounts  was  notice- 
able, as  well  as  the  number  of 
days'  sales  in  accounts. 

This  association  had  no  definite 
credit  policy  in  operation.  It  aban- 
doned an  all-cash  policy  for  one 
that  allowed  the  manager  to  charge 
sales  at  his  discretion.  This  came 
about  as  a  result  of  the  belief  that 
in  order  to  meet  competition,  liber- 
al credit  had  to  be  extended. 

The  cooperative  arranged  repay- 
ment dates  at  time  of  sale,  each 
account  having  its  own  maturity 
date.  Payment  for  fertilizer  sold 
in  the  spring  was  due  after  harvest 
in  the  fall.  This  was  the  practice 


of  competitors,  and  the  association 
manager  said  he  couldn't  sell  fer- 
tilizer unless  he  gave  the  same 
terms. 

Once  an  account  became  due  and 
was  not  paid  after  a  statement  was 
mailed,  the  manager  visited  the 
patron.  If  this  visit  did  not  bring 
results,  the  manager  initiated  legal 
action,  and  handled  the  case  in 
court  to  save  attorney  fees. 

This  policy  resulted  in  no  losses 
on  accounts  that  had  to  have  legal 
action.  Once  the  association  re- 
ceived a  judgment,  the  patron  had 
to  pay  6  percent  interest  until  the 
account  was  paid  in  full. 

Cooperative  D-2  did  not  encour- 
age its  patrons  to  borrow  from 
lending  agencies  to  take  advantage 
of  a  5  percent  discount  allowed  for 
purchases  paid  for  within  30  days. 
The  manager  merely  explained  the 
price  difference  to  the  patron. 

Cooperative  D-3 

This  local  cooperative  operates 
four  branch  stores  purchasing 
farm  supplies  and  marketing  grain 
for  its  patrons.  Annual  supply 
sales  for  the  4-year  period,  1951 
through  1954-55,  averaged  almost 
$1.3  million,  and  the  marketing 
volume  averaged  about  $3.3  mil- 
lion. Feed  sales  represented  some 
31  percent  of  the  supply  volume. 

Credit  experience  at  year's  end 
is  summarized  in  the  tabulation  at 
top  of  next  page.  Accounts  receiv- 
able data  include  only  that  pertain- 


Fiscal 
year 

Age  of  accounts  receivable  as  percentage  of  total 

Total 
supply 

sales  in 
accounts 

1-30 
days 

31-60 
days 

61-90 
days 

91  days- 
1  year 

Over 
1  year 

Days 

1951-52  

70 

12 

2 

13 

3 

10 

1952-53  

38 

26 

21 

10 

5 

19 

1953-54  

20 

34 

24 

16 

6 

29 

1954-55  

22 

29 

31 

16 

2 

49 

70 


Fiscal 

Age  of  accounts  receivable  as  percentage  of  total 

Total 

supply 

year 

1-30 

31-60 

61-90 

3-4 

Over 

sales  in 

days 

days 

days 

months 

4  months 

accounts 

Days 

1951  

52 

22 

8 

4 

14 

4 

1952  

69 

13 

10 

3 

5 

5 

1953  

45 

30 

12 

3 

10 

7 

19541  

1954-55  

'68* 

16 

"4" 

"9' 

3 

'  10 

1  The  association  changed  the  end  of  its  fiscal  year  from  December  31  to  February  28  in  1954, 
and  data  were  not  available  for  the  14-month  period. 


ing  to  the  purchasing  operation. 

Accounts  charged  off  during  the 
4  years  totaled  2  one-hundredths  of 
1  percent  of  total  sales. 

Cooperative  D-3  mailed  its 
statements  on  the  first  of  each 
month,  and  the  account  was  due 
and  payable  not  later  than  the 
15th.  If  the  account  was  not  paid 
by  the  15th,  it  sent  a  letter  re- 
questing payment.  If  the  patron 
did  not  pay  his  account  after  the 
letter,  a  representative  of  the  asso- 
ciation called  on  him.  If  this  visit 
did  not  bring  results,  a  second  let- 
ter informed  the  patron  that  the 
account  would  be  turned  over  to 
an  attorney  if  payment  was  not 
received  immediately.  This  second 
letter  brought  results  in  most 
cases,  thus  avoiding  legal  action. 

Branch  managers  could  extend 
credit  without  approval  of  the  gen- 
eral manager  if  local  investigation 
warranted.  The  branch  manager 
used  the  local  credit  bureau  and 
other  businesses  in  town  as  sources 
of  information  when  checking  ap- 
plicants for  credit.  No  upper  limit 
was  set  when  an  account  was  op- 
ened, but  if  the  patron  allowed  his 
account  to  increase  and  made  no 
effort  to  liquidate  it,  the  manager 
discontinued  his  credit. 

Each  branch  manager  was  re- 
sponsible for  collecting  his  ac- 
counts. For  patrons  who  marketed 


grain  through  the  association,  he 
withheld  any  unpaid  balance  be- 
fore making  final  payment.  The 
association's  bylaws  had  provisions 
for  applying  common  stock  to  old 
accounts,  but  this  had  not  been 
done  at  the  time  of  this  study. 

This  cooperative  did  not  charge 
interest  on  past  due  accounts.  It 
allowed  cash  discounts  for  fertiliz- 
er purchases  if  they  were  paid  for 
within  10  days.  It  also  gave  quan- 
tity discounts  on  feed  of  10  cents  a 
hundred  pounds  on  ton  lots  and  5 
cents  a  hundred  pounds  on  less 
than  ton  lots. 

The  cooperative  housed  and 
helped  operate  a  credit  union  in 
conjunction  with  regular  opera- 
tions. The  credit  union  could  make 
a  maximum  loan  of  $5,000  for  pur- 
chase of  farm  machinery  and  fer- 
tilizer. The  cooperative  did  not  en- 
dorse these  loans  unless  the  patron 
lacked  sufficient  collateral  and 
wanted  to  extend  the  loan.  Interest 
rates  for  these  loans  were  6  per- 
cent for  less  than  $500  and  5  per- 
cent for  larger  loans. 

Cooperative  D-4 

This  local  is  a  member  of  a 
statewide  wholesale  cooperative.  It 
purchases  farm  supplies  and  mar- 
kets cotton,  pecans,  broilers,  and 
eggs.  It  operates  a  hatchery  to  sup- 
ply baby  chicks  for  broiler  pro- 
ducers. 
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Annual  total  volume  for  the  5- 
year  period,  1951-52  through 
1955-56,  averaged  about  $1.1  mil- 
lion with  feed  representing  some 
21  percent.  Credit  experience  at 
year's  end  is  summarized  in  the 
following  tabulation : 


Fiscal 
year 

Age  of  accounts  receivable 
as  percentage  of  total 

Total 
supply 
sales  in 
accounts 

Under 

90  days 

Over 

90  days 

Day  a 

1951-52 

84 

16 

5 

1952-53 

93 

7 

9 

1953-54 

39 

61 

33 

1954-55 

75 

25 

54 

1955-56 

78 

22 

53 

This  cooperative's  general  credit 
policy  was  open  account  credit  to 
approved  patrons  for  a  period  of 
30  days.  All  sales  made  during  the 
month  were  due  by  the  10th  of 
the  following  month.  The  manager 
sent  statements  out  the  last  day 
of  each  month;  and  if  an  account 
was  not  paid  within  10  days,  he 
followed  with  a  letter  calling  at- 
tention to  the  account  and  request- 
ing payment. 

When  an  account  became  60 
days  old,  the  manager  sent  another 
letter  telling  the  patron  that  the 
account  had  to  be  paid  if  he  want- 
ed to  continue  receiving  credit. 
Credit  was  usually  discontinued  at 
this  point  and  the  manager  made 
a  personal  call  on  the  patron  to 
collect.  When  credit  was  discontin- 
ued, the  entire  indebtedness  had  to 
be  paid  before  the  patron  could 
receive  any  additional  credit.  How- 
ever, some  old  accounts  were  put 
on  cash  and  the  patron  could  make 
monthly  payments  on  the  old  por- 
tion until  it  was  paid. 

Cooperative  D-4  did  not  use  for- 
mal applications  and  investigations. 
Instead,  when  a  patron  desired 


credit  the  manager  interviewed 
him  and  determined  if  credit  was 
to  be  extended.  During  this  inter- 
view, he  explained  the  association's 
credit  policy  and  told  the  patron 
accounts  had  to  be  paid  by  the  10th 
of  the  month  following  purchase. 
He  emphasized  if  the  account  be- 
came 60  days  old  the  association 
would  discontinue  credit. 

The  effects  of  broiler  financing 
on  accounts  receivable  was  evident. 
The  price  for  broilers  dropped  sev- 
eral cents  from  1953  to  1954,  re- 
sulting in  producers  not  paying  up 
and  causing  days'  sales  in  accounts 
at  year's  end  to  increase. 

This  did  not  result  in  a  loss  to 
the  association,  since  it  applied  pa- 
tron equities  to  old  accounts.  A 
5-year  revolving  plan  was  in  opera- 
tion and  equities  for  3  years  had 
been  applied  to  these  accounts.  The 
manager  thought  they  would  be 
liquidated  in  another  2  or  3  years. 

This  cooperative  did  not  charge 
interest  on  past  due  accounts  or 
give  a  discount  for  cash  purchases. 
However,  it  gave  a  volume  dis- 
count of  25  cents  a  bag  on  feed  and 
sold  fertilizer  at  cost  when  the  pa- 
tron took  delivery  direct  from 
plant  to  farm. 

If  broiler  growers  signed  an 
agreement,  the  association  furnish- 
ed them  baby  chicks  and  feed, 
while  the  growers  provided  houses 
and  labor.  The  cooperative  sold  the 
birds  and  advanced  the  producer  5 
cents  a  bird.  At  the  end  of  the 
year,  when  all  birds  had  been  sold, 
the  association  made  a  final  settle- 
ment based  on  the  average  price 
received  during  the  year.  Each 
grower  was  handled  individually 
and  if  a  loss  occurred,  he  had  to 
pay  the  difference  or  it  was  with- 
held from  his  equities. 

For  commercial  egg  flocks,  the 
producer  paid  cash  for  the  baby 
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Calendar 
year 

Age  of  accounts  receivable  as  percentage 

of  total 

Total 
supply 
sales  in 
accounts 

Under 
30  days 

30-60 
days 

61  days  to 
12  months 

Over  12 
months 

Day* 

1951  

34 

20 

41 

5 

15 

1952  

29 

20 

44 

7 

22 

1953  

27 

21 

38 

14 

25 

1954  

24 

22 

43 

11 

36 

1955  

22 

24 

45 

9 

36 

pullets  and  the  association  financed 
the  feed.  The  cooperative  took  a 
chattel  mortgage  on  the  flock.  This 
prevented  a  complete  loss  for  the 
association  on  different  occasions. 
When  it  was  necessary  to  foreclose 
on  flocks,  some  growers  sold  their 
eggs  to  other  marketing  agencies 
and  failed  to  keep  their  accounts 
with  the  association  current. 

The  association  graded  and  pack- 
aged eggs  and  sold  them  under  its 
brand  name  to  stores  and  jobbers 
in  the  area.  Volume  at  the  time 
of  this  study  was  around  600  cases 
a  week. 

Cooperative  D-4  bought  shelled 
corn  and  oats  from  patrons  and 
applied  the  returns  to  their  old 
accounts.  This  enabled  the  patron 
to  regain  a  current  status  for  his 
account,  and  the  cooperatives  could 
sell  the  grain  to  patrons  with  lay- 
ing flocks. 

The  cooperative  had  a  good 
working  relationship  with  the  lo- 
cal production  credit  association. 
A  large  percent  of  its  patrons 
used  this  service.  The  manager  re- 
ferred prospective  credit  patrons 
to  the  PCA  but  did  not  help  them 
obtain  loans. 

Cooperative  D-5 

Cooperative  D-5  is  a  local  that 
purchases  farm  supplies  and  mar- 
kets grain.  Annual  supply  sales  for 
the  5-year  period,  1951  through 
1955,  averaged  about  $700,000, 


and  the  average  marketing  volume 
was  some  $12  million.  Feed  sales 
represented  about  33  percent  of 
the  supply  volume. 

Credit  experience  at  year's  end 
is  summarized  in  the  tabulation 
above.  Accounts  receivable  data  in- 
clude only  that  pertaining  to  the 
purchasing  operation. 

Accounts  charged  off  during  the 
5  years,  1951-55,  totaled  one-tenth 
of  1  percent  of  supply  sales. 

This  cooperative's  general  cred- 
it policy  was  30  days  open  account, 
payable  upon  receipt  of  monthly 


High-quality  feed  sold  by  efficient  personnel 
to  patrons  that  understand  the  association's 
credit  policy  should  be  the  goal  of  every  sup- 
ply cooperative. 
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statement.  It  mailed  statements 
out  on  the  1st  of  each  month.  Fer- 
tilizer accounts  were  due  on  the 
10th  of  the  month  following  date 
of  purchase. 

A  patron  received  a  temporary 
line  of  credit  at  the  time  he  ap- 
plied, pending  final  approval  upon 
completion  of  an  investigation. 
The  association  made  these  investi- 
gations with  the  local  credit  bureau 
and  the  local  bank.  It  found  such 
sources  of  information  reliable. 

Final  approval  of  credit  was  the 
responsibility  of  the  general  man- 
ager. He  maintained  a  list  of  pa- 
trons who  were  not  to  have  credit. 
In  the  event  credit  was  extended  to 
one  of  these,  the  person  making 
the  sale  was  responsible  for  collect- 
ing the  account. 

When  an  account  became  due, 
the  manager  sent  a  letter  calling 
the  patron's  attention  to  the  mat- 
ter and  requesting  payment.  The 
individual  patron's  record  deter- 
mined when  his  credit  was  discon- 
tinued. If  his  past  due  record  was 
satisfactory  and  he  had  been  a 
reliable  person,  the  manager 
would  extend  his  credit  to  harvest 
or  whenever  he  would  have  the  in- 
come to  make  payment. 

This  cooperative  did  not  apply 
patrons'  equities  to  old  accounts. 
It  turned  those  that  became  past 
due  and  were  doubtful  over  to  the 
collection  department  of  the  local 
credit  bureau.  In  the  event  legal 


action  became  necessary,  it  turned 
accounts  over  to  a  local  attorney. 

It  did  not  charge  interest  on  past 
due  accounts  or  give  a  discount  for 
cash  purchases. 

The  manager  stated  that  compe- 
tition was  the  main  factor  involved 
in  granting  credit.  Since  all  of  the 
association's  competitors  extended 
credit,  he  felt  it  was  necessary  for 
the  association  to  follow  the  same 
practice  to  get  its  share  of  the 
business.  All  had  the  problem  of 
eliminating  undesirable  patrons 
from  their  credit  lists. 

Cooperative  D-6 

This  local  cooperative,  member 
of  a  statewide  wholesale  associa- 
tion, purchases  farm  supplies  and 
markets  grain.  Annual  supply 
sales  for  the  5-year  period,  1951 
through  1955,  averaged  almost  $2 
million  and  the  average  marketing 
volume  was  about  $1.4  million. 
Feed  sales  represented  some  24 
percent  of  the  supply  volume. 

Credit  experience  at  year's  end 
is  summarized  in  the  accompany- 
ing tabulation.  Accounts  receivable 
data  include  only  that  pertaining 
to  the  purchasing  operation. 

Accounts  charged  off  during  the 
5-year  period,  1951-55,  totaled  12 
one-hundredths  of  1  percent  of 
total  sales. 

This  local  mailed  its  statements 
on  the  1st  of  each  month  with  ac- 
counts theoretically  due  and  pay- 


Calendar 
year 

Age  of  accounts  receivable  as  percentage  of 

total 

Total 
supply 
sales  in 
accounts 

Under 
30  days 

30-90 
days 

91-180 
days 

181  days- 
1  year 

Over 
1  year 

Day$ 

1951  

47 

34 

10 

4 

5 

6 

1952  

46 

26 

13 

9 

6 

6 

1953  

48 

26 

14 

2 

10 

6 

1954  

52 

30 

12 

4 

2 

8 

1955. ..  

52 

36 

8 

3 

1 

7 
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able  not  later  than  the  15th  of  the 
same  month.  The  association  did 
not  enforce  this  policy,  however, 
since  most  credit  customers  were 
old-established  patrons  that  had 
encountered  difficulty  and  were  in 
need  of  credit.  The  cooperative  of- 
ten carried  them  for  4  and  5 
months  without  any  security.  Once 
a  patron  was  established  as  a  cred- 
it patron,  his  credit  was  not  dis- 
continued if  he  made  settlements  at 
harvest  time  each  year. 

This  association  did  not  use  a 
formal  application  for  credit,  ex- 
cept in  cases  of  new  patrons  and 
fuel-oil  purchases.  In  most  cases, 
the  patron  requesting  credit  was 
one  who  had  been  refused  credit  or 
had  his  credit  discontinued  by  other 
businesses  in  the  town. 

The  association  had  a  new  pa- 
tron investigated  through  a  local 
credit  bureau  before  it  granted 
credit  to  him.  The  manager  kept 
a  black  list  prepared  from  records 
of  the  credit  bureau. 

The  manager  had  seven  depart- 
ment heads  who  were  authorized 
to  extend  credit.  If  credit  was 
granted  to  anyone  on  the  no-credit 
list,  the  employee  making  the  sale 
was  responsible  for  collecting  that 
account. 

This  cooperative  did  not  review 
its  accounts  regularly.  About  four 
times  each  year  it  prepared  a  list 
of  individual  accounts  by  age  and 
by  department.  Each  department 
had  received  a  list  of  its  accounts 
for  collecting.  In  the  event  the  de- 
partment head  was  not  successful, 
the  manager  attempted  to  collect; 
and  if  he  failed  the  account  was 
turned  over  to  the  collection  de- 
partment of  the  credit  bureau. 

The  association  had  more  suc- 
cess in  collecting  old  accounts  by 


using  the  credit  bureau  than  by 
using  a  local  attorney. 

This  association  had  a  deposit 
system  whereby  patrons  could  de- 
posit cash  and  receive  1  percent  in- 
terest in  advance.  The  patron  in 
turn  could  purchase  against  this 
deposit.  In  addition,  the  local  al- 
lowed a  cash  discount  of  1  percent 
for  all  items  except  petroleum 
products. 

Cooperative  0-7 

This  local  operates  a  general 
farm  supply  store.  Annual  sales 
for  the  5-year  period,  1951-55,  av- 
eraged about  $194,567  with  feed 
representing  some  25  percent. 

This  association  did  not  extend 
any  type  of  credit  to  farmer  pa- 
trons. The  only  credit  transactions 
made  were  to  public  institutions 
and  on  Agricultural  Stabilization 
Committee  purchase  orders. 

At  the  time  of  the  cooperative's 
organization,  the  all-cash  policy 
was  stressed.  At  the  time  of  this 
study,  it  had  not  been  necessary  to 
deviate  from  this  policy  except  on 
hardship  cases.  The  manager  could 
extend  credit  to  old-established  pa- 
trons who  became  ill.  But  he  had 
to  know  the  circumstances  before 
granting  credit. 

The  manager  was  on  a  straight 
salary ;  but  at  the  end  of  the  year, 
the  board  gave  him  a  bonus.  This 
had  been  the  practice,  although  it 
was  not  included  in  his  contract. 

The  local  had  to  order  its  feed 
from  a  city  some  distance  away. 
Due  to  the  distance,  orders  had  to 
be  placed  2  weeks  in  advance.  De- 
lays in  receiving  shipments  caused 
the  manager  not  to  emphasize  feed 
sales.  He  felt  sure  sales  could  be 
increased  when  their  regional  as- 
sociation's new  mill  went  into  op- 
eration. 
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Cooperative  D-8 

Cooperative  D-8  is  a  local  co- 
operative that  purchases  farm  sup- 
plies and  markets  cotton.  In  addi- 
tion, it  operates  a  cotton  gin  and 
feed  mixing  mill.  Annual  supply 
volume  averaged  about  $452,000 
for  the  5-year  period,  1951-52 
through  1955-56,  with  feed  repre- 
senting about  18  percent. 

After  installation  of  the  mixing 
mill,  sales  of  formula  feeds  de- 
creased about  63  percent.  This  re- 
sulted from  the  dairy  and  livestock 
farmers  producing  their  grain  and 
buying  supplements  from  the  asso- 
ciation instead  of  complete  feed. 

Credit  experience  at  year's  end 
is  summarized  in  the  following 
tabulation : 


Fiscal 
year 

Age  of  accounts  receivable 
as  percentage  of  total 

Total 
supply 
sales  in 
accounts 

Under 
90  days 

Over 
90  days 

Daya 

1951-52 

96 

4 

12 

1952-53 

95 

5 

17 

1953-54 

88 

12 

19 

1954-55 

76 

24 

16 

1955-56 

82 

18 

14 

This  local's  general  credit  policy 
was  open  account  credit  for  a  max- 
imum of  30  days.  It  sent  state- 
ments out  at  the  end  of  each  month 
with  accounts  due  on  receipt  of 
statement.  The  manager,  or  his 
assistant  during  his  absence,  ex- 
tended credit.  The  association  sold 
feed  on  open  account  but  for  a  2- 
week  period.  Dairymen  in  the  area 
used  most  of  the  feed  sold  and  they 
preferred  paying  every  2  weeks  in- 
stead of  every  30  days. 


Before  1954,  the  cooperative's 
credit  policy  did  not  place  a  time 
limit  on  accounts.  In  1954,  the 
board  of  directors  set  up  the  policy 
in  use  when  this  study  was  made. 
The  manager  explained  it  to  the 
patron  at  the  time  he  requested 
credit.  The  association  did  not  use 
a  formal  application  for  credit. 
This  practice  worked  satisfacto- 
rily because  the  manager  grew  up 
in  the  area  and  knew  practically 
all  the  association's  patrons. 

The  association  had  good  work- 
ing relations  with  the  local  pro- 
duction credit  association.  When  a 
patron  applied  for  a  loan  and  need- 
ed supplies  before  the  loan  was 
formally  approved,  the  PCA  rep- 
resentative called  the  manager  and 
told  him  whether  the  loan  would 
be  approved.  This  worked  well  for 
the  association  and  the  patron. 

Installation  of  a  feedmill  pro- 
vided a  market  for  any  surplus 
grain  the  farmers  had.  This  en- 
abled the  association  to  collect  old 
accounts  from  patrons  who  had 
their  credit  discontinued  as  a  re- 
sult of  their  accounts  reaching  60 
days  of  age. 

The  manager  received  a  com- 
mission or  bonus  of  10  percent  of 
net  margins,  after  deduction  of  a 
reserve  for  bad  accounts. 

Cooperative  D-8  did  not  charge 
interest  on  past  due  accounts  or 
give  a  cash  discount. 

It  did  not  use  a  collection  agency 
or  an  attorney  for  collecting  old 
accounts.  It  took  legal  action  only 
when  a  patron  ceased  patronizing 
the  cooperative  and  then  only  as  a 
last  resort. 
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Appendix 


APPLICATION  FOR  CHARGE  ACCOMMODATIONS 
FEED  DEPARTMENT 
DAIRY  COOPERATIVE  ASSOCIATION 
1313  S.  E.   12th  Avenue 
Portland,  Oregon 

Age  Married 


 (print)  

2.    Address  Phone 


3.  Wife's  Name    No.  of  dependents  other  than  wife 

4.  How  long  at  this  locality  Previous  location 


5.  Type  of  business:    DairyQ         Poultry:     Fryers  Q  Layer»C3  TurkeysCD  OtherCZ! 

6.  Estimated  yearly  NET  income  from  Farm  $  Amount  of  other  income  $  

7.  If  employed,  Name  of  Employer 


8.  Are  you  Buying!    1      or  Renting  this  property?    Amount  owing,  if  buying 

9.  Name  and  address  of  Mortgagee  or  Landlord 


10.    Value  of  Real  Estate,  if  owned  $  Amount  of  monthly  payment  or  rent  $ 


11.  Value  of  Farm  Machinery  and  equipment  owned  by  you  $  Autos  $  Trucks$  

12.  Other  Assets  including:  Fryers   Value  $  Hens  &  Pullets  Value  $  

No.  No. 

13.  Turkeys  Value  $  Dairy  Cattle  Value  $  Beef  Cattle  Value$  

No.  No.  No. 

14.  Hogs  Value  $  Additional  Assets  Value  $  

No.  de  sc  ribe 

15.  Chattel  Mortgage  or  Conditional  Sales  Contracts  on  Poultry,  Livestock,  Equipment,  etc. 

16.  Amount  owing  $  Date  due  Mo.  Payment  $  Item  secured 

17.  Amount  owing  $  Date  due  Mo.  Payment  &  Item  secured  

18.  Amount  of  other  Liabilities  $  Describe 


19.  Name  of  your  Bank  Saving  oD  CheckingLj 

20.  Business  References  (name  and  address) 


21.    Name  of  Present  Supplier 


22.  Name  of  organization  who  is  furnishing  your  finances 

23.  Approximate  amount  of  monthly  credit  requested  $ 


24.     Will  you  give  a  chattel  mortgage  to  secure  the  amount  of  credit,  if  granted? 

I  hereby  affirm  that  the  foregoing  information  is  true  and  correct  and  is  given  for  the 
purpose  of  obtaining  Credit.     You  are  hereby  authorized  to  obtain  such  information  you  may 
require  concerning  the  above  statements.    I  understand  that  credit  is  granted  on  a  monthly 
basis  only.    I  agree  to  pay  all  bills  each  month  on  receipt  of  statement. 

Date  Signature  
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I.C.J,  mjJ,  p.,«c«.  t\„ 


DETACH  H£«E 


DAIRY  COOPERATIVE  ASSOCIAUON 
1313  S.  E.  TWELFTH  AVE. 
PORTLAND  14,  OREGON 


DAIRY  COOPERATIVE  AS*). 


SECOND  NOTICE 

Is  something  preventing  you  from  paying  your  ; 


We  sent  you  a  reminder  a  few  days  ago,  but  have  received  no  reply. 

We  dislike  having  to  send  you  a  past  due  notice  |ust  as  much  as  you 
dislike  receiving  one.  So  won't  you  enclose  your  remittance  in  the  ottaehed 
envelope  and  mail  it  today. 

Thank  You. 


DAIRY  COOPERATIVE  ASSOCIATION 
1313  S.  E.  TWELFTH  AVE 
PORTLAND  14.  OREGON 


DAIRY  COOPERATIVE  ASSN. 

CONTACT  US  AT  ONCE!! 

We  must  come  to  some  definite  understanding  regarding  your 
DELINQUENT  ACCOUNT.  You  have  apparently  overlooked  our  other 
requests  for  payment  and  we  cannot  understand  your  neglect  of  this. 

Failure  on  your  part  to  make  satisfactory  arrangements  IMMEDIATELY 
may  force  us  to  take  steps  which  we  do  not  want  to  do. 

Keep  your  credit  good  by  calling  in  person  at  our  office  or  phone  VE.  4181 
Yours  very  truly, 


E  ^  Enclou  ck.ck  „  r 


These  are  examples  of  notices  on  past  due  accounts  one  cooperative  sent  out  to  its  patrons. 
Top  left  is  the  first  one,  which  was  printed  on  green  paper.  Top  right  is  the  second,  on 
orange  paper.  Bottom  is  the  third,  on  red  paper. 
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KSi    Tour  account  I 


Ae«t_ 


Days 


according  to  a  recent  review  of  our  accounts,  we  notice  your 
account  la  slightly  In  excess  of  our  thirty  day  credit  policy. 
Tou  hare  no  doubt  overlooked  this.    Could  wo  have  your  check 
as  soon  as  possible*    Thank  you  very  much  for  your  support 
and  cooperation. 

Cordially  yours, 


SOUTHERN  STaTBB 


CO  i    Rotall  Credit  Department 


REi    Tour  account  f 


aget 


Days 


In  reviewing  our  accounts  we  notice  that  your  account  still  remains 
unpaid  and  is  considerably  past  due. 

31noe  the  Credit  Policy  of  this  Cooperative  is  thirty  days,  you  will 
actio*  that  your  account  Is  far  in  excess  of  the  policy.    We  have 
been  requested  to  discontinue  credit  to  accounts  that  are  past  duei 
therefore,  we  would  appreciate  it  If  you  would  let  us  have  your 
check  at  onoe  so  that  it  will  not  be  necessary  for  us  to  put  future 
purchases  on  a  cash  basis. 

Cooperatively  yours, 


30UTHKBH  STATES 


00  •   total!  Credit  Department 


Form  U99  (PPCC)  Rev  9/$h 

MEMBER'S  APPLICATION  FOR  15  DAY  CHARGE  ACCOUNT 


Acres  in  Farm 


Owned  [~*~|     Rented  [  ; 


Value  of  Farm  and  Buildings  j 


Value  and  description  of  owned  livestock: 


Description 


Value 


How  long  in  agricultural  business' 
How  long  a  member  of  PPCC?  


This  is  what  I  owe  at  present; 

Feed  and  supplies  account _$  

Land  mortgages  |  


Name  of  mortgage  holder  

Loans  (PCA,  FHA,  etc.)  f_ 

All  others  (give  details)  $ 


Amount  of  credit  required  weekly  $_ 


I  understand  that  PPCC  credit  terms  are 
15  days  and  that  accounts  are  due  and  payable 
the  15th  and  30th  of  each  montho  These  terms 
are  accepted  by  me. 

Signed:  


(Member) 


Ve  have  made  numerous  attempts,  both 
collect  your  account,  which 
day  credit  policy.    It  is 


person,  to 
far  in  excess  of  our  thirty 
ary  that  we  request  immediate 


payment  of  this  account.  This  is  to  advise  you  if  this  account 
is  not  paid  within  two  weeks  we  shall  be  forced  to  take  legal 


Please  let  us  have  your  check. 


Yours  very  truly. 


CCi    Retail  Credit  Department 

In  left  column  are  collection  notices  used  by  one  supply  co-op.  Above  is  brief,  simple  application 

form  used  by  another. 
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G1$?B 

S"ATI ON. 
NAME  , 


MEMBER  CREDIT  APPLICATION 


19 


WIFE' 5  NAM£  

R  OUT  E,  BOX 


 MEMBERSHIP  NUMBER   

AGES:     HUSB.        WIFE.  DEPEND , 


CI  TY 


(IF    PARTNERSHIP    OR    CORPORATION,    SHOW    NAMES    of  PRINCIPALS 

'OTAL  ACRES    i N  FARM  WRITTEN  LEASE 

owned)      1  rented!       I  yes|     InoI  I 


YEARS  LEASE   TO  RUN  

PERCENT  OF  SHARE  CROP 


CASH  LEASE  $ 


NAME  OF  LANDLORD, 


I  I qt  nrTA i i    nr  Turcr 

Ulpl    LIC.  1  A I  L    Ur      1  HLoL 

ITEMS  ON  REVERSE  SIDE 

AMOUNT 

MONTHLY 
PAYMENTS 

TO  WHOM  OWED  AND  HOW  SECURED 

SALEABLE  CROPS  $ 

Ml LKI NG  COWS-HD. 

YOUNG  STOCK-HD. 

BEEF-HD. 

LAYERS-NO. 

FRYERS-NO. 

AUTO           YR.  MAKE* 

TRUCKS       YR.  MAKE 

"RACTOR     YR.  MAKE 

MACHI NERY  $ 

FEED 

HOUSEHOLD 

REAL  ESTATE  $ 

F  l-NANCE  FUND  CERTIFICATES  $_ 
OFF  FARM   INCOME  $  


U.S.   SAVI NGS  BONDS  $ 


SEASONAL  CREDIT  REQUIRED  $. 


EMPLOYER 
_  DUE  


MONTHLY  CREDIT  REQUIRED:  FEED  $  PETRO.  $  FARM  SUP^T 
REFERENCES  


I  UNDERSTAND  THAT  WASHINGTON  CO-OP'S  TERMS  FOR  A  MONTHLY  CHARGE  ACCOUNT  IS  DUE 
AND  PAYABLE  ON  OR  BEFORE   ^c1  DAYS  AFTER  STATEMENT  CLOSE. 

S  I  GNED  

MEMBER 

CREDIT  APPROVED  FOR  MONTHLY  |  1      SEASONAL    1  1  $  

CREDIT  NOT  APPROVED  AT  THIS  TIME  1  | 


WASHINGTON  CO-OPERATIVF  FARMERS  ASS • N 

BY  

AUTHORIZED  EMPLOYEE 

QATE   APPROVED  19  


RECORD  FUTURE  ACCOUNT  DATA  ON  BACK  OF  FORM 


8X 


G-93-F 
NAME 


•S  NAME—.                                                         .  — 

BOIITF   —  ROX 

HI  (1CK 

UNITS 

HURRAH!      .      WIFF  ~   —  ICPFNDFNTS 

PITY 

IT  PARTNERSHIP  OR  CORPORATION,   SHOW  NAMES  OP  PRINCIPALS! 

FARM  PLAN  OF  OPERATION 
TO  WASHINGTON  CO-OPERATIVE  FARMERS  ASSOCIATION 


CONFIDENTIAL  INFORMATION 
FILL   IN  EVERY  BLANK.     WHERE  THERE  ARE  NO  AMOUNTS  TO  ENTER,   WRITE   IN  THE  WORD  "NONE' 


PERIOD  COVERED  BY  FARM  PLAN: 


TOTAL   ACRES    IN  FARM 
OWNED       1  RENT£D 

WRITTEN  LEASE 

ZTyes  CJ no 

YF4PS    1 FASF    IS    TO  PUN 

PFP    TFNT    DF    SH4BF    PROP   -   Ynil                                            1  AN  Dl  ORH 

TASH    1 FASF    $                                            IS    IT  PAID? 

WHO   PAYS   IRRIGATION  WATER? 

NAME  OF  LANDLORD. 

B.   THE  FOLLOWING   IS  A  STATEMENT  OF  ALL  CROPS  GROWING  OR  TO  BE  GROWN  DURING  THE  CURRENT  SEASON: 


KIND  OF 
CROPS 

ACRES 

DATE 
PLANTED 

SEED   AND  FERTILIZER  REQUIREMENTS 

COMMENTS 

SEED 

FERTI LI ZER 

THE  FOLLOWING    IS  A  LIST  OF  LIVESTOCK  OWNED  OR  TO  BE  OWNED  DURING  THE  CURRENT  SEASON: 


KIND 

NUMBER 
ON  HAND 

^NUMBER  TO 

BE  PURCHASED 

NUMBER  TO 
BE  SOLD 

AGES 

BREED 

PRODUCTION  COMMENTS 

MILK  COWS 

BEEF 

HEI  FERS 

LAYERS 

PULLETS 

FRYERS 

TURKEYS 

OTHER 

0.    OTHER    INCOME   SEPARATE   FROM  FARMING: 


E.   CAPITAL  REQUIRED  FOR  CURRENT  SEASON"S  OPERATION: 


(1)   FOR  PERMANENT   INVESTMENTS  (EXPLAIN) 


BUILDINGS  -  NEW  

-  REPAIRS. 

MACHINERY   -  NEW  

"  -  REPAIRS. 
LAND  LEVELING  


SUB-TOTAL  S- 


(2)    FOR   OPERATING  EXPENSES 


LIVING  EXPENSES  

RENTAL  OR    LAND  PAYMENTS  

TAXES  -REAL,  PERSONAL,  INCOME. 
WATER  ASSESSMENTS  


LABOR    (CULTIVATING,    IRRIGATING,    HARVESTING  COSTS) 

PETROLEUM  PRODUCTS  

FERTILIZER  

SEED  

SPRAY  MATERIALS,    INSECTICIDES,  ETC  

FEEO  


POULTRY,    FRYERS,   TURKEYS,    ETC.   TO  BE  PURCHASED. 

OTHER  LIVESTOCK  TO  BE  PURCHASED  

M I SCELLANEOUS  


BRAND  TOTAL  (EXTEND  CREDIT  REQUIRED   INTO  SCHEDULE  F] 


On  preceding  page  is  credit  application  form  used  by  a  supply  co-op.  Above  and  on  following 
page  is  additional  information  this  co-op  collects  on  patrons  requesting  credit. 
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SOURCE  OF  CREDIT 

I8ANKS,   PCAf   PMA,   OR  SUPPLIERS! 

SEASON  AL 

LONG-TERM 

DUE  DATES 

SECURITY  PLEDGED 

$ 

% 

TOTAL  OF   (l)   AND   (2)    ABOVE  TO  EQUAL  "CREDIT  REQUIRED"  COLUMN    IN   SCHEDULE  E.  $ 

G.   FOR  THE  PURPOSE  OF  ASSISTING  ME  TO  OBTAIN   ADEQUATE  CREDIT, 
FINANCIAL  CONDITION  AS  OF  ,  19  


SUBMIT   THE   FOLLOWING   AS   A  TRUE   STATEMENT  OF  MY 


PROPERTY  OWNED 


CROPS: 

MELD  FOR  SALE  

VALUE   IN  SRMING  CROPS- 


SEED  ON  HAND  

FERTILIZER  ON  R AND  

FEED,   GRAIN    AND   HAT   ON  HAND- 


LIVESTOCK: 

cows  

BEEF  

POULTRY  

TURRETS  


TOTAL  OF  PRODUCTION  ITEMS 
MACHINERY: 

AUTO  


TRACTOR  AN  0  ATTACHMENTS. 
OTHER  MACHINERY  


OPERATING  CASH  ON  HAND   IN  BANK 

AMOUNT  DUE  FROM  OTHERS  

F.F.  CERTS. ,   STOCK,  80NDS,  ETC. 

LAND  -  APPfiAISED  VALUE  

BU I LD I NG  


TOTAL  OWNED 


DEBTS  OWNED 
(LIST   REPAYMENT   PLAN   OF  THESE  DEBTS 
CROP  AND  CHATTEL  MORTGAGES: 

BANK   LOAN   -   DUE  i 

FH  A        "        -  »   

PCA         •'        -  »   


CONDITIONAL   SALES  CONTRACTS  OWED: 


ON  MACHINERY. 


HOUSEHOLD  GOODS  

AUTO  AN  D/ OR  TRUCKS. 
OTHERS  


OPEN  ACCOUNTS: 


FERTILIZER   AND  SEED  

PETROLEUM  

LAND  -  LEASE  OR  PAYMENTS- 
STORE  ACCOUNTS  

LABOR  


TAXES  DUE: 
REAL  ESTATE. 


I  ENS    AND  JUDGMENTS- 


TOTAL  DEBTS  (OTHER  THAN  REAL  ESTATE) 
LAND  DEBTS: 


TOTAL  DEBTS  OWED 


H.    REPAYMENT   PLAN  OF  DEBTS  OUTSTAND I NG   AS  SHOWN    IN   SCHEDULE  G 


TQ  WOK  (?WED 

TOTAL  AMOUNT 
OWING, 

AMOUN 

DUE 

HOW  SECURED,   AND  SOURCE  OF  PAYMENT 

MONTH LY 

YEARLY 

LIFE    INSURANCE   CARRIED  $_ 


.PRESENT   LOAN   VALUE  $_ 


ENDORSER  FOR  OTHERS. 


WILL  MARKET  MY   PRODUCE  THROUGH. 


BEFORE  MAKING   ANY  CHANGE    IN   THE   ABOVE  PLAN, 


LL   OISCUSS    IT  FIRST  WITH   THE   LOCAL  REPRESENTATIVE 


DATE  SIGNED 


WASHINGTON   CO-OPERATIVE  FARMERS  ASS'N 
REPRESENTATIVE 


MEMBER 

(DESIGNATE    IF    INDIVIDUAL,    PARTNERSHIP   OR  COHPORATI 
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FCS  MOVIE  AVAILABLE 


Farmer  Cooperatives  Today  is  a  20-minute  sound  and  color 
movie,  produced  by  the  Farmer  Cooperative  Service,  U.  S.  Depart- 
ment of  Agriculture.  It  shows  how  farmers  started  cooperatives  and 
how  they  use  both  locals  and  regionals  to  market  products,  purchase 
supplies,  and  get  other  services. 

A  few  scenes  from  an  earlier  film,  Farmers  Working  Together, 
are  included,  but  there  is  entirely  new  narration  and  an  abundance 
of  new  scenes. 

If  you  live  in  Texas  and  wish  to  borrow  this  film,  request  it  from 
Visual  Aids  Department,  Extension  Service,  Texas  A.  and  M. 
College,  College  Station. 

In  other  States,  request  the  film  from  the  Director  of  Informa- 
tion, of  the  Farm  Credit  district  serving  your  State.  Here  are  the 
addresses  and  the  States  served : 

Farm  Credit  District  of  Springfield,  Mass.,  serves:  Connecticut, 
Maine,  Massachusetts,  New  Hampshire,  New  Jersey,  New 
York,  Rhode  Island,  and  Vermont. 

Farm  Credit  District  of  Baltimore,  Md.,  serves :  Delaware,  Dis- 
trict of  Columbia,  Maryland,  Pennsylvania,  Virginia,  West 
Virginia,  and  Puerto  Rico. 

Farm  Credit  District  of  Columbia,  S.  C,  serves:  Florida 
Georgia,  North  Carolina,  and  South  Carolina. 

Farm  Credit  District  of  Louisville,  Ky.,  serves:  Indiana,  Ken- 
tucky, Ohio,  and  Tennessee. 

Farm  Credit  District  of  New  Orleans,  La.,  serves :  Alabama, 
Louisiana,  and  Mississippi. 

Farm  Credit  District  of  St.  Louis,  Mo.,  serves :  Arkansas,  Illinois, 
and  Missouri. 

Farm  Credit  District  of  St.  Paul,  Minn.,  serves:  Michigan, 
Minnesota,  North  Dakota,  and  Wisconsin. 

Farm  Credit  District  of  Omaha,  Nebr.,  serves :  Iowa,  Nebraska, 
South  Dakota,  and  Wyoming. 

Farm  Credit  District  of  Wichita,  Kans.,  serves:  Colorado, 
Kansas,  New  Mexico,  and  Oklahoma. 

Farm  Credit  District  of  Berkeley,  Calif.,  serves :  Arizona,  Cali- 
fornia, Nevada,  and  Utah. 

Farm  Credit  District  of  Spokane,  Wash.,  serves:  Idaho,  Mon- 
tana, Oregon,  and  Washington. 

"&U.S.  GOVERNMENT  PRINTING  OFFICE:  1957—428547 
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Other  Publications  Available 


Farmer  Cooperatives  in  the  United  States,  FCS  Bulletin  1. 

The  Story  of  Farmer  Cooperatives,  FCS  Educational  Circular  1. 
R.  H.  Elsworth. 

Using  Your  Farm  Supply  Co-op,  FCS  Educational  Circular  6. 
J.  Warren  Mather. 

Sizing  Up  Your  Co-op,  FCS  Educational  Circular  11. 

Feed  Bags  —  Kinds,  Costs,  and  Problems,  FCS  Circular  2. 
Lacey  F.  Rickey. 

Delivering  Feed  in  Bulk,  FCS  Circular  3.  Lacey  F.  Rickey. 

Cooperative  Alfalfa  Dehydrators  —  Costs  and  Operations,  FCS 
Circular  12.  Lacey  F.  Rickey. 

Credit  Practices  in  Farm  Supply  Co-ops,  FCS  General  Report  35. 
/.  M.  Bailey. 

Operating  Costs  of  Selected  Cooperative  Feed  Mills  and  Distribu- 
tors, Bulletin  56.  Lacey  F.  Rickey. 

Costs  of  Pelleting  Feeds,  Bulletin  63.  Lacey  F.  Rickey. 

Feed  Mill  Plans  and  Operations,  Misc.  Report  125.  W.  M.  Hurst. 

A  copy  of  each  of  these  publications  may  be  obtained  upon  request 
while  a  supply  is  available  from  — 

Information  Division 
FARMER  COOPERATIVE  SERVICE 
U.  S.  DEPARTMENT  OF  AGRICULTURE 
WASHINGTON  25,  D.  C. 


